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INTRODUCTION 

The  Montana  Board  of  Investments  (Board)  is  pleased  to  submit  its  Annual  Report  for  the  fiscal  year  ended 
June  30,  2005.  This  report,  required  by  law,  discloses  investment  performance  for  the  past  fiscal  year, 
summarizes  the  in-state  investment  activities  of  the  Board,  and  provides  public  access  to  audited  financial 
statements.  Unless  otherwise  noted,  all  references  to  years  in  this  report  are  stale  fiscal  years  beginning  July 
1  and  ending  June  30. 

General  Board  Responsibilities 

Unified  Investment  Program  -  Article  VIII,  Section  13  of  the  Montana  Constitution  requires  that  the 
legislature  provide  for  a  unified  investment  program  for  public  funds  and  that  the  program  be  audited 
annually.  Section  1 7-6-20 1 .  MCA  established  the  unified  investment  program,  created  the  Board,  and  gave 
the  Board  sole  authority  to  invest  state  funds  in  accordance  with  state  law  and  the  state  Constitution.  State 
law  requires  that  the  Board  operate  under  the  "prudent  expert  principle,"  defined  as:  1 )  discharging  its  duties 
with  the  care,  skill,  prudence,  and  diligence  that  a  prudent  person  acting  in  a  like  capacity  with  the  same 
resources  and  familiar  with  like  matters  exercises  in  the  conduct  of  an  enterprise  of  a  like  character  with  like 
aims;  2)  diversifying  the  holdings  of  each  fund  to  minimize  the  risk  of  loss  and  maximize  the  rate  of  return; 
and  3)  discharging  its  duties  solely  in  the  interest  of  and  for  the  benefit  of  the  funds  managed. 

Prior  to  the  Board's  assumption  of  the  state's  investment  program,  state  funds  were  invested  by  individual 
state  agency  staff,  usually  on  a  part-time  basis.  The  creation  of  the  Board  in  1972  permitted  a  full-time 
professional  investment  staff"  to  invest  all  state  and  (at  the  discretion  of  local  governments)  local  government 
funds.  At  its  first  meeting  in  August  1971  the  Board  established  four  major  goals: 

•  to  centralize  the  state's  investments; 

•  to  invest  the  state's  idle  cash; 

•  to  increase  earnings  on  the  state's  investments;  and 

•  to  establish  a  sound  system  of  control  over  the  investment  process,  including  provisions  for  systematic 
financial  reporting,  measurement  of  investment  results,  and  a  regular  independent  audit. 

The  unified  investment  program  has  grown  from  a  book  value  of  $321  million  at  year-end  1972  to  a  book 
value  of  $9.77  billion  at  year-end  2005  -  an  annual  average  increase  of  10.9  percent.  During  the  same 
period,  the  number  of  accounts  invested  by  the  Board  increased  from  40  accounts  to  463  accounts. 

In-Stale  Investments  -  In  addition  to  the  Board's  primary  role  of  managing  the  state's  unified  investment 
program,  the  legislature  has  encouraged  the  Board  to  assist  in  Montana's  economic  development.  Montana 
law  ( 1 7-6-304,  MCA)  states  that  the  "objectives  for  investment  of  the  Permanent  Coal  Tax  Trust  Fund  are  to 
diversify,  strengthen,  and  stabilize  the  Montana  economy,  and  to  increase  Montana  employment  and 
business  opportunities  while  maintaining  and  improving  a  clean  and  healthful  cn\  ironment.  "  Section  17-6- 
305,  MCA,  states  that  "the  Board  shall  endeavor  to  invest  up  to  25  percent  of  the  Permanent  Coal  Tax  Trust 
Fund  ...  in  the  Montana  economy,  with  special  emphasis  on  investments  in  new  or  expanding  locally 
owned  enterprises."  In  recent  years  the  Legislature  has  created  two  new  loan  programs  -  the  "Infrastructure 
and  Value-Added  Loan  Programs  -  and  set  aside  $50.0  million  of  the  Trust  for  each  program. 

CommercialMnfrastructu re/Value- Added  Loans  -  The  Board  manages  these  programs  in  conformance 
with  the  "prudent  expert  principle"  and  does  not  invest  solely  to  improve  Montana's  economy.  Operating 
the  in-stale  investment  program  under  the  "prudent  exp)ert  principle"  has  not  prevented  the  Board  from 
investing  millions  of  the  Trust  to  spur  Montana's  economy.  Since  the  program's  inception  in  1 984  through 
2005.  the  Board  has  funded  1.172  loans  totaling  $473.8  million  in  43  of  Montana's  56  counties.  Loans 
funded  by  county  are  shown  on  Page  56. 
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Mortgages  -  The  Board  also  purchases  Montana  mortgages  with  pension  funds  as  a  part  of  the  in-state 
investment  program.  At  year-end  2005  the  Board  held  1,696  mortgages  with  total  book  values  of  $92.9 
million  in  54  of  Montana's  56  counties  -  a  decrease  from  the  mortgages  valued  at  $123.6  million  held  at 
year-end  2004.  The  Board  serves  as  a  secondary  market  to  qualified  financial  institutions  in  the  in-state 
investment  programs  and  does  not  lend  directly  to  borrowers.  Outstanding  mortgages  by  county  are  shown 
on  Page  54. 

Bond  Program  -  As  a  part  of  the  Board's  in-state  investment  activities,  it  also  sells  bonds  and  lends  the 
proceeds  to  eligible  governments  for  a  variety  of  projects.  Loan  terms  range  from  one  to  ten  years,  and 
short-term  loans  to  finance  cash  flow  deficits  or  interim  financing  are  also  available.  Both  the  bond  program 
and  the  in-state  investment  program,  funded  from  the  Permanent  Coal  Tax  Trust,  were  created  in  fiscal  year 
1984  as  part  of  the  "Build  Montana"  program.  Since  the  program's  inception,  $212.35  million  has  been 
loaned  to  eligible  governments.  Additional  information  on  the  Bond  Program  is  shown  on  Page  58. 

Securities  Lending  -  Section  1 7-1 -1 13,  MCA,  authorizes  the  Board  to  lend  securities  held  by  the  state. 
Investment  firms  borrow  securities  to  cover  short  positions,  failed  deliveries,  arbitrage  trades,  and  other 
brokerage  activities.  In  recent  years  the  Board  has  lent  securities  to  qualified  borrowers  who  pass  rigorous 
tests  and  meet  high  standards  for  credit  quality.  Although  state  law  requires  that  securities  on  loan  be 
collateralized  at  least  100  percent,  the  Board  requires  borrowers  to  maintain  collateral  at  102  percent  for 
domestic  securities  and  105  percent  for  international  securities.  To  ensure  that  the  collateral  ratio  is 
maintained,  securities  on  loan  are  marked  to  market  daily  and  the  borrower  must  provide  additional 
collateral  if  the  value  of  the  securities  on  loan  increases.  In  addition  to  the  strict  collateral  requirements 
imposed  by  the  Board,  the  credit  quality  of  approved  borrowers  is  monitored  continuously. 

State  Street  Bank  and  Trust,  the  state's  custodial  bank,  manages  the  state's  securities  lending  program  and 
retains  25  percent  of  the  income  generated  as  compensation  for  managing  the  program.  The  state  earned 
securities  lending  income  of  $819,807  in  2005,  compared  to  $907,508  in  2004.  Because  this  program  is 
demand  driven  by  the  markets,  earnings  are  volatile. 

Board  Operations 

Board  Staff-  The  Board,  comprised  of  nine  members  appointed  by  the  Governor  to  staggered  four-year 
terms,  employs  a  Chief  Investment  Officer  and  an  Executive  Director  who  hire  staff  as  authorized  by  the 
legislature.  The  current  authorized  staffing  level  of  34  full-time  equivalents  consists  of  two  positions  hired 
by  the  Board,  plus  1 7  investment  staff,  six  accounting  staff,  three  bond  program  staff  and  six  support  staff 
Board  staff  also  provides  administrative  support  to  the  Montana  Facility  Finance  Authority.  E.xcept  for 
private  equity,  international  stock,  small-cap  domestic  stocks,  and  equity  index  type  investments,  the 
Unified  Investment  Program  is  managed  by  Board  staff 

Board  Administrative  Costs  -  The  investment  portion  of  Board  operations  is  funded  by  administrative 
charges  against  the  funds  it  invests,  while  the  bond  program  is  primarily  funded  by  the  "spread"  between  the 
interest  paid  on  bonds  issued  and  interest  received  on  loans  made.  Effective  in  1 998.  the  Legislature  sets  the 
maximum  fees  the  Board  may  charge  in  the  investment  program.  Board  management  fees  in  2005  were  3.9 
basis  points  of  the  average  fair  market  value  of  internally  managed  portfolios.  Custodial  bank  fees  were  less 
than  I  basis  point  of  the  Total  Fund's  average  fair  market  value. 


Board  Policies  and  Procedures 

Investment  Policies  -  The  Board  adopts  an  investment  policy  for  each  individual  fund  it  invests,  except  for 
funds  investing  in  STIP  only.  The  policies  are  tailored  to  the  specific  needs  of  the  fund  and  are 
Implemented  only  after  consultation  with  the  administrators  of  the  funds.  Asset  allocations  and  investment 
time  horizons  are  established  by  policy,  as  are  the  benchmarks  against  which  investment  performance  is 
measured. 

Benchmarks  -  The  Board  establishes  appropriate  benchmarks  for  each  asset  class  and  the  Custodial  Bank 
develops  a  composite  benchmark  for  each  fund  that  parallels  the  fund's  asset  allocation  at  market  value. 

Board  Meetings  -  Regular  Board  meetings  are  held  quarterly.  Meeting  dates,  agenda,  and  minutes  are 
posted  on  the  Board's  web  page  at  www.investmentmt.com.  All  Board  decisions  are  discussed  and  voted  on 
in  meetings  open  to  the  public. 

Report  Content 

This  report  contains  historical  data  from  1972  (the  first  fiscal  year  the  Board  managed  the  unified 
investment  program)  through  2004.  Ail  historical  data  were  extracted  from  the  Board's  annual  published 
reports.  Statistical  data  are  provided  on  the  Board's  investment  activity  in  2005  and  changes  in  investments 
from  2004.  Appendix  A  includes  income  generated  by  account  and  securities  portfolios  for  all  accounts 
managed  b)  the  Board.  Appendix  B  contains  the  Board's  audited  financial  statements  with  accompanying 
portfolios.  The  financial  statements  provide  detailed  information  on  the  investment  pools,  the  "all  other 
funds"  account,  and  the  Bond  Program. 

Report  Terminology 

Book  Values  of  fixed-income  investments  represent  the  securities'  par  values,  plus  or  minus  amortized 
premiums  or  discounts.  Book  value  of  equity  securities  is  the  average  cost  of  the  securities  at  the  time  of 
purchase. 

Fair  Market  Values  reflect  the  value  of  securities  on  June  30  as  priced  by  the  Custodial  Bank,  or  other 
sources. 

Net  Asset  Value  (NAV)  as  it  relates  to  Investment  Pools  reflects  the  fair  value  of  the  pool  securities, 
adjusted  for  payables,  receivables,  and  cash  on  hand  at  >  ear  end.  The  aggregate  fair  value  of  the  pool  units 
held  by  pool  participants  equals  the  NAV  of  the  pool. 

Income  Return  utilizes  actual  invested  balances  and  investment  income  as  recorded  in  the  state  accounting 
system.  The  calculation  divides  the  annual  net  income  by  one-half  the  sum  of  the  beginning  and  ending 
invested  balances.  The  income  includes  interest,  dividends,  amortization  of  premiums/discounts,  securities 
lending  income,  and  distributed  realized  gain/loss.  The  calculation  is  performed  by  Board  staff.  Income 
return  does  not  consider  any  change  in  the  fair  market  value  of  the  portfolio  during  the  period. 

Total  Rates  of  Return,  calculated  by  the  Custodial  Bank,  includes  all  investment  income  and  the  unrealized 
gains/losses  resulting  from  annual  changes  in  the  market  \  alue  of  in\ eslments.  after  cash  flows  are  netted. 
For  periods  longer  than  one  >  ear  the  returns  are  compounded  and  annualized.  The  total  rate  of  return  is  used 
by  the  Board  to  compare  investment  statT performance  to  various  stock/bond  indices  selected  b\  the  Board. 
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TOTAL  FUND 


The  Total  Fund  is  comprised  of  ail  state  and  local  government  funds  invested  by  the  Board.  Fund  types 
invested  include  pensions,  trusts,  insurance,  debt  ser%'ice,  state  agency  and  higher  education  operating 
accounts,  and  local  government  funds.  Unless  otherwise  provided  by  law,  the  Board  must  invest  all 
state  funds.  Local  governments  at  their  discretion  may  invest  funds  with  the  Board. 

At  June  30,  2005  the  fair  value  of  the  Total  Fund  was  $10.51  billion  compared  to  $9.59  billion  a  year 
earlier.  Fair  values  reflect  the  value  of  securities  on  June  30  as  priced  by  the  custodial  bank,  or  other 
sources.  During  the  year  the  Board  invested  463  individual  accounts,  consisting  of  286  state  agency 
accounts  and  1 77  local  government  accounts. 

At  year-end  the  Board  managed  86.0  percent  of 
the  Total  Fund  in  six  investment  pools,  which 
operate  similar  to  mutual  funds.  All  cash  is 
initially  deposited  in  the  Short  Term  Investment 
Pool  (STIP),  which  operates  as  a  money  market 
fund.  The  pool  has  a  fixed  $1.00  share  value 
and  participants  may  invest  and  withdraw  funds 
with  24  hours  notice. 

Depending  upon  the  investment  parameters  of 
individual  accounts,  some  of  the  account 
balances  may  be  transferred  from  STIP  to  other 
investment  pools,  which  include  both  equity 
and  fi.xed-income  investments.  If  accounts  are 
authorized  to  invest  in  longer-term  type 
investments  but  their  investment  parameters  do 
not  permit  investment  in  the  pools,  they  may  be 
invested  in  individual  portfolios  included  in  the 
All  Other  Funds  (AOF). 


Most  state  agency  accounts  authorized  by  law  to  retain  interest  earning  and  all  local  government 
accounts  are  limited  to  STIP  investments  only.  State  agency  accounts  that  invest  in  other  investment 
pools  or  individual  investment  portfolios  may  maintain  a  minimum  STIP  balance  for  liquidity.  Since  the 
state's  Trust  Funds  cannot  be  invested  in  equities,  the\  are  invested  in  the  Trust  Funds  Bond  Pool 
(TFBP)  or  individual  fixed-income  portfolios.  Because  there  are  no  constitutional  or  legal  restrains  on 
the  investment  of  state  Pension  Funds,  they  are  invested  in  the  Retirement  Funds  Bond  Pool  (RFBP)  and 
the  three  equity  pools  -  the  Montana  Domestic  Equit>  Pool  (MDEP).  the  Montana  International  Equity 
Pool  (MTIP),  and  the  Montana  Private  Equity  Pool  (MPEP). 


Investment  Pools 

At  June  30,  2005 

(In  Mttttma) 
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The  Montana  Domestic  Equity 
Pool  (MDEP)  comprised  28.0 
percent  of  the  Total  Portfolio  on 
June  30.  2005.  Pool  securities 
include  actively-managed  large 
and  small  cap  domestic  stock  and 
passively-managed  large  and  mid- 
cap  domestic  stock.  The  actively- 
managed  large  cap  securities  are 
managed  by  Board  staff.  All 
others  are  externally-managed. 
The  nine  pension  funds  comprise 
99.0  percent  of  the  pooPs  Net 
Asset  Value.  Dividends  are 
distributed  monthly  and  capital 
gains/losses  are  retained  in  the 
pool. 

The  Retirement  Funds  Bond  Pool  (RFBP),  comprising  17.0  percent  of  the  Total  Portfolio  on  June  30, 
is  reserved  for  pension  funds  only  and  all  nine  funds  participate.  Pool  securities  are  a  mi.x  of  long-term 
investment  grade  corporate  bonds  and  U.S.  government  bonds.  All  bonds  are  U.S.  Dollar  denominated 
and  the  pool  is  managed  by  Board  staff.  Income  is  distributed  monthly  and  capital  gains/losses  are 
distributed  periodically. 

The  Short  Term  Investment  Pool  (STIP)  comprised  16.0  percent  of  the  Total  Portfolio  on  June  30. 
The  pool  operates  as  a  money  market  fund  with  a  constant  share  value  of  $1.00.  There  were  463 
participants  in  the  pool  in  2005,  including  177  local  governments.  Pool  securities  consist  of  investment 
grade  short  term  securities.  The  pool  is  managed  by  Board  staff  and  income  is  distributed  monthly. 

The  Trust  Funds  Bond  Pool  (TFBP)  accounted  for  12.0  percent  of  the  Total  Portfolio  on  June  30.  The 
24  participants  in  this  pool  are  a  mix  of  trust  funds  and  university  funds  that  may  be  invested  long  term. 
The  pool  securities  are  similar  to  Rf  BP  securities  and  the  pool  is  managed  by  Board  staff  Income  is 
distributed  monthly  and  capital  gains/losses  are  distributed  periodically. 

The  Montana  International  Equity  Pool  (MTIP),  comprising  9.0  percent  of  the  Total  Portfolio  on 
June  30,  is  reserved  for  pension  funds  only  and  all  nine  funds  participate.  Pool  securities  consist  of  both 
actively-managed  and  passively-managed  Europe  and  Pacific  Basin  equity  securities.  The  pool  is 
managed  by  contracted  external  managers.  Dividends  are  distributed  monthly  and  capital  gains/losses 
are  retained  in  the  pool. 

The  Montana  Private  Equity  Pool  (MPEP),  comprising  3.0  percent  of  the  Total  Portfolio  on  June  30, 
is  also  reserved  for  pension  funds  only.  The  Board  contracts  with  several  private  equity  managers  to 
invest  in  venture  capital,  leveraged  buy-out,  and  other  types  of  private  equity  investments.  Income  is 
distributed  periodically  and  capital  gains/losses  are  retained  in  the  pool. 

The  All  Other  Fund  (AOF)  includes  all  other  investments  not  held  in  the  six  investment  pools. 
Securities  include  bonds,  mortgages/loans,  a  passive  index  stock  fund,  and  equity  real  estate. 
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Total  Funds  By  Source 

S10.51  Billion  Fair  Value  At  June  30,  2005 

(In  Millions) 


Pensions  S6,349.2 


$181.0  Agency  Operating 
S  82.9  University  System 
S  16J  Debt  Service 
S280.6 

Local  Govt.  S580.3 


Treasurer  S632.2 
Insurance  $824.4 


Trusts  $1,845.7 


Total  Funds  By  Asset 

$10.51  Billion  Fair  Value  At  June  30,  2005 

(In  Millions) 


Equity 
S4J98.5 


Mortg/Loans 
S306.2 


C  ash  Equivalents 
$1,590.8 


Fixed  Income 

S4.217.n 


The  pie  charts  show  the 
Total  Fund  by  source  and 
asset  type  at  June  30,  2005. 
The  nine  pension  funds 
comprised  60.0  percent  of 
the  Total  Fund  at  fair 
value,  while  state  trusts 
accounted  for  1 8.0  percent. 

The  insurance  portfolio  is 
composed  primarily  of  the 
State  Fund  (New  Workers 
Compensation)  and  the 
Old  Worker's 

Compensation  Fund. 

The  Treasurer's  Fund  is 
essentially  the  state 
checking      account      that 

includes  all  state  agency 
accounts  not  authorized  to 
retain  their  interest 
earnings  and  the  state 
general  fund. 

Local  government 

investments  in  STIP 
comprised  6.0  percent  of 
the  Total  Fund. 

Except  for  $76.7  million  of 
equity  investments  held  by 
the  State  Fund  and  a 
handful  of  small  trusts  and 
endowments,  the  equity 
portfolio  is  held  b\  the 
nine  pension  funds. 


Mortgages       and       loans 


consist  of  residential  mortgages  and  commercial  loans  to  Montana  businesses. 


The  Total  Fund  portfolio  by  major  fund  type  and  asset  type  are  shown  in  the  tables  on  the  next  page. 
The  Total  Fund  invested  balances  and  income  history  are  shown  on  Page  A  -  16  in  Appendix  A. 


Total  Fund  Bv  Source  And  Asset  Allocation  At  Fair  Value  On  June  30, 2005 

Other 

Cash 

Domestic                  Fixed 

Mortgage/ 

Fund  TvDe             Eauivalents  $ 

Stock  $                 Income  $                Loans 
3,009,260,669         1,834,620,222         93,811,197 

Eaultvdi                 Total 
U  10,359,844          6J49, 177,964 

Pensions                     101,126,032 

Trusts                         184,027,027 

1,106,234         1,448.188,877       2I2J53.58I 

1,845,675,718 

Insurance                   106,650,845 

641,052,586 

76,737,097             824,440,528  | 

Treasurer's                364,639,526 

267,577,534 

632,217.060 

Local  Gov.                 580,347,134 

580347,134 

Agency  Cash               171,510,575 

9,475,974 

180,986,549 

Universities                  65,799,309 

1,035,109             16,057,006 

82,891,423 

neht  Service                  16.688.277 
Total                       1.590.788.725 

16 

688.277 
424.653 

3.011,402.012        4.216.972,198      306.164.777 

1.387.096.941         10.512 

(I)  Includes  InternatiODal  Slock,  EquiU  Index 

Fund,  Private  Equity,  and  Real  Estate 

Total  Fund  Book/Fair  Values  of  Securities  Held  At  June  30,  2005 

Fair  $ 

%of 

%of 

Books 

Fair  $ 

Investment  Tvpe 

Value                       Value 
2,609^02,578         3,011,913,931 

+/-  Book 
402,711,352 

Book 
26.7 

Fair 

28.6 

Domestic  Stocks/Indexes 

Corporate  Bonds 

2,290,612,792 

!,394,5 13,655 

103,900,863 

23.5 

22.8 

US  Government-Backed  Bonds 

2,024,200,870 

!,077,538,206 

53337,337 

20.7 

19.8 

Commercial  Paper 

1,249,740,444 

,249,527,386 

(213,058) 

12.8 

11.9 

International  Stocks 

840,131,984 

993,518,620 

153,386,636 

8.6 

9.4 

MortgagesNLoans 

305,293,033 

306,164,777 

871,744 

3.1 

2.9 

Private  Equity 

272,828,947 

297,638,312 

24,809365 

2.8 

2.8 

BGI  Equity  Index 

68,406,676 

76,737,097 

8330,421 

0.7 

0.7 

Repurchase  Agreements 

62,124,221 

62,124^21 

0 

0.6 

0.6 

Equity  Real  Estate 

16,316,230 

16,474,430 

158,201 

0.2 

0.2 

Foreign  Government  Bonds 

14,886316 

15,652,500 

766,184 

0.2 

0.1 

State/Local  Government  Bonds 

12,122,489 

12,123,270 

781 

M 

M 

Total 

9,765,866,580        10,513^26,4!15 

748.059.825 

100.0 

100.0 

Total  Fund  Annual  Change  At  June  30  Bv  Asset  TvDe 

2004  $ 

%of 

$ 

%of 

2005  S         %of 

Investment  Tvpe 

Book  Value      Total 
2,609,202,578        26.7 

Book  Value 

2,479,060,702 

Total 
27.6 

Chanae 
130,141.876 

Change 

Domestic  Stocks/Indexes 

5.2 

Corporate  Bonds 

2,290,612,792        23.5 

2,353,186,581 

26.2 

(62,573,789) 

(2.7) 

US  Government-Backed  Bonds 

2,024400,870        20.7 

1,695,726,968 

18.9 

328,473,901 

19.4 

Commercial  Paper 

1^49,740,444         12.8 

900,831,210 

10.0 

348,909,234 

38.7 

International  Stocks 

840,131,984          8.6 

786,482,403 

8.8 

53,649,582 

6.8 

MortgagesVLoans 

305,293,033          3.1 

345,481,014 

3.8 

(40,187,981) 

(11.6) 

Private  Equity 

272,828,947          2.8 

236,711,058 

2.6 

36,117,889 

153 

BGI  Equity  Index 

68,406,676          0.7 

68,406,676 

0.8 

0 

0.0 

Repurchase  Agreements 

62,124,221           0.6 

71,847,576 

0.8 

(9,723355) 

(13.5) 

Equity  Real  Estate 

I6J16.230          0.2 

16,092,941 

0.2 

223,289 

1.4 

Foreign  Government  Bonds 

14,886,316          0.2 

14,873,016 

0.2 

13300 

0.1 

State/Local  Government  Bonds 

12,122,489          0.1 

9,892,524 

OA 

2,229,964 

2M 

Total  Investments 

9.76.5.866.580        100.0 

S.''7.ii,592.670 

100.0 

787.273.910 

M 

The  tables  on  the  next  page  show: 

•  The  fair  value  of  individual  funds  in  descending  order, 

•  Income  generated  by  major  funds,  and 

•  The  total  rates  of  returns  of  major  funds. 

-8- 


Total  Fund  Bv  Fund  At  Fair  Value  On  June  30.  2005 

Fund 

Croup  Benefits  Insurance 

Fund 

Fair  \alue  S 
3.232.788.978 

Fair  \  alue  S 

Public  Employees'  Retirement 

26.955.926 

Teachers'   Retirement 

2.46I.I55J45 

Other  Trusts  STIP 

25.475.484 

Stale  Fund  Insurance 

685.491.597 

Treasure  State  Water 

23,128.923 

Treasurer's  Fund 

632.217.060 

\'ol.  Firefighters'  Retirement 

20.063.456 

Local  Government  STIP 

580J47.134 

UM  Other  Funds 

19.728338 

Permanent  Coal  Tax  Trust 

574.662.999 

Parks  Coal  Trust 

17359317 

Trust  <Sc  Legacy  Fund 

433.049.004 

Debt  Service  STIP 

16.688.277 

ICFRB  Restoration  Fund 

161J12.993 

L'M  Designated  Fund 

16,140.821 

Police  Officers'  Retirement 

153,724.535 

LCRFB  Reserve  Fund 

15,743,881 

St  Agency  Operations  STIP 

152.63U66 

Higher  Education  STIP 

15J30.027 

Sheriffs'  Retirement 

151.006.508 

F\VP  Mitigation 

11,190^92 

Firefighters'  Retirement 

146,685,522 

Hail  Insurance 

8.909.984 

Highway  93  Bond 

129,567,724 

Zortman/Landusky 

8.587.962 

Treasure  Stale  Endowment 

129,403,541 

Wildlife  Habitat  Trust 

6.873.925 

Resource  Indemnity  Trust 

106,407,297 

Abandoned  Mines 

5.435.860 

Streamside  Tailings 

94,691,620 

Cultural  Coal  Tax  Trust 

5.085.115 

Highway  Patrol  Retirement 

83,578,823 

Weed  Control  Trust 

4.828.595 

Old  Fund  Insurance 

62,952,777 

FW  P  Real  Property 

4,676,689 

Tobacco  Trust 

58,528,528 

LI  of  M  Endowment 

2,548,121 

Came  \\ardens'  Retirement 

51,750,698 

MTTech  UM  Agency 

2.062.932 

Judges'  Retirement 

48,424,100 

Subsequent  Injury 

1,768318 

Insurance  STIP 

38361,926 

Other  Trusts  MTCP 

1,106.234 

FVVP  License  Account 

28J55J82 

Other  Trusts  TFBP 

402.880 

Montana  Pole 

Montana  State  Lniversity 

28.156.856 

27.054.811 

Higher  Education  MTCP 

126374 

Total 

Total  Fund  Income 

2005  S 

%of 

2004  s      %or 

S                %  of 

Fund  Tvne 

Income 
93.137.953 

Total 
25.8 

Income        Total 
157.174.263         ii.i 

Chance        Change 

Public  Employees'  Retirement 

(64.036310)        (40.7) 

Teachers'  Retirement 

75.845J92 

21.0 

129,319390         27.4 

(53.473.998)         (41.4) 

Permanent  Coal  Tax  Trust  (1) 

46.169.407 

12.8 

44.170,843            9.3 

1.998.565              4.5 

State  Fund  Insurance 

30.226.050 

8.4 

27.825.991            5.9 

2.400.059              8.6 

Trust  &  Legacy  Fund 

28J75.979 

7.9 

30,140,513           6.4 

(1.764.534)           (5.9) 

Other  Retirement  Systems 

18.452.543 

5.1 

29.437J59           6.2 

(10.984.816)        (373) 

Other  Managed  Portfolios 

16.493,466 

4.6 

15.238.569           3.2 

1.254.897             8.2 

Local  Governments  STIP 

12.419.504 

3.4 

6.570.598            1.4 

5.848.907            89.0 

I  CFRB  Restoration  Fund 

10.956.185 

3.0 

11.034.724           2.3 

(78.539)          (0.7) 

Treasurer's  Fund 

10.046.532 

2.8 

6392,992            1.4 

3,653.539           57.1 

Slate  Agency/Higher  Ed.  STIP 

8.719.704 

2.4 

3,79U37           0.8 

4.928367         130.0 

Resource  Indemnity  Trust 

6.901.925 

1.9 

7380.241            1.6 

(478316)          (6.5) 

Old  Fund  Insurance 
Total 

3.184.749 

36tf.929J90 

M 
100.0 

4.062.134           0.9 
472.538.954       100.0 

(877386)         (21.6) 

(111.60?.S6£^I       122.61 

(It  lncludr\  Trri«ure  Slile  KadOHment  and  T 

rra^urr  M«lf  Krgiona 

INNalcr 

Major  Funds  2005  Total  Rates  Of  Return  Comoared  to  Index 

Index 

Return 

% 

Fund  Name 

Return 
8.13 

Index  (1) 
Composite 

%  Return 
7.89 

+/-  Index 

0.24 

Public  Employees'  Retirement 

Teachers'  Retirement 

8.19 

Composite 

7.95 

0.24 

Coal  Tax  Permanent  Fund 

7.34 

State  Fund  Insurance 

5.88 

Composite 

4.86 

1.02 

Trust  &  Legacy  Fund 

8.01 

Treasurer's  Fund 

2.27 

Resource  Indemnity  Trust 

8.12 

(1)  An  Index  Composite  paralleling  the 

Fund's  asset  allocation  at 

fair  value 
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RFBP  Participants 

Net  Asset  Value  Of  Participant  Units  Si.83  Billion 
at  June  30,  2005 

PERS  ('"  Millions) 

$930.4 

$45.9  Sheriffs 
$47.3  Police 
S45.0  Firedghters 
S25.2  Highway  Patrol 
$14.7  Judges 
$15.5  Game  Wardens 
$  6^  \  ol  Firefighters 
SI  99.8 


RFBP  By  Investment 

Fair  Value  Of  Investments  SI. 84  Billion 

at  June  30,  2005 
Corporate  (/„  Millions) 

$914.1 


International  (US  $) 
$5.2 

Cash  Equivalents 
$122.4 


US  Government 
$794.6 


RETIREMENT 
FUNDS  BOND 
POOL  (RFBP) 


On  April  1,  1995.  all  fixed- 
income  investments  held 
by  the  nine  pension  funds 
were  transferred  to  the 
newly-created  Retirement 
Funds  Bond  Pool  (RFBP). 
Each  pension  fund  received 
shares  in  the  pool  equal  in 
value  to  the  fair  value  of  its 
fixed-income  portfolio  on 
the  date  of  the  transfer. 

The  upper  graph  depicts 
the  net  asset  value  of  the 
pool  at  June  30.  The  lower 
graph  repre.sents  the  fair 
value  of  the  securities  held 
by  the  pool.  The  ditTerence 
in  the  net  asset  value  and 
the  securities  held  is  the 
interest  receivables 

included  in  the  net  asset 
value  of  the  pool. 

The  RFBP  distributed 
$118.6  million  in  income 
to  participants  in  2005. 
compared  to  $1 13.7  million 
in       2004.  Income 

distributed  includes, 

interest  accruals, 

discount/premium,  and 
realized  gains/losses. 


The        RFBP 


financial 


statement,  which  lists  the  individual  securities  in  the  portfolio,  is  shown  on  Page  B-l  in  Appendix  B. 
The  tables  on  the  next  page  show: 

•  The  changes  in  book  value  of  portfolio  securities, 

•  The  difference  between  book  and  fair  value  of  the  securities  portfolio,  and 

•  The  securities  portfolio's  total  rate  of  return. 
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RFBP  Annual  Change  At  June  30 

2005  $ 
Book  Value 

838,067,187 

19,289,266 

4,962,105 

180,694,406 

587,410,682 

%of 
Total 

47.8 
1.1 
OJ 

10.3 

33.5 

2004  S 
Book  Value 

808,842,767 

19,161,517 

4,957,672 

85,756,453 

569.896,545 

%of 
Total 

52.1 
1.2 
OJ 

5.5 
36.7 

s 

Change 

29,224,421 

127,750 

4,433 

94,937,953 

17,514,137 

% 
Change 

Investment  Type 

Corporate  Bonds  (Rated) 
Corporate  Bonds  (Unrated) 
Foreign  Government  Bonds 
U.S.  Govt  Direct-Backed  Bonds 
U.S.  Govt  indirect-Backed 

3.6 
0.7 
0.1 
110.7 
M 

Total  Fixed  Income 

1,630,423,646 

93.0 

1.488.614,953 

95.9 

141,808,693 

%5 

Short  Term  Investment  Pool 
State  Street  Repurchase  Agr. 

112,477,995 
9,923,600 

6.4 

63,754,291 
0 

4.1 

ojo 

48,723,704 
9,923,600 

76.4 

N/A 

TotalCash  Equivalents 

122,401,595 

7J 

63.754^91 

M. 

58,647,304 

92.0 

Total 

1.7.52.825.241 

100.0 

t,55?^69,244 

ma 

mi£i222 

li2 

RFBP  Book/Fair  Values  At  June  30,  2005 


Investment  Type 


Corporate  Bonds  (Rated) 
Corporate  Bonds  (Unrated) 
Foreign  Government  Bonds 
U.S.  Govt  Direct-Backed  Bonds 
U.S.  Govt  Indirect-Backed 

Total  Fixed  Income 

Short  Term  Investment  Pool 
State  Street  Repurchase  Agr. 

TotalCash  Equivalents 
Total 


Books 

Fair  $ 

Fair  $ 

%of 

%of 

Value 

Value 

+/-  Book 

Book 

Fair 

838,067,187 

894,556,479 

56,489,292 

47.8 

48.7 

19,289,266 

19,537,653 

248,386 

1.1 

1.1 

4,962,105 

5,217,500 

255J95 

0.3 

0.3 

180,694,406 

188,790,314 

8,095,908 

10.3 

10.3 

587.410.682 

605.800,830 

18J90,148 

33.5 

33.0 

1.630,423,646 

1,713,902,776 

83,479.130 

93.0 

93.3 

112,477,995 

112,477,995 

0 

6.4 

6.1 

9,923,600 

9,923,600 

fi 

M 

(L5 

122,401,595 

122.401.595 

0 

L& 

6J 

l,7f  2,82,5,2-41 

1,836,304,371 

83.479.130 

100.0 

100,0 

RFBP  Total  Rates  of  Returns 

Versus  Benchma 

rk 

Ben 

% 

chmark 
Return 

7.00 
5.88 
7.46 
6.84 

Return  +/- 
Benchmark 

Year 

2005 

3  Year  Annualized  Average 
5  Year  Annualized  Average 
10  Year  Annualized  Average 

% 
Return 

8.12 
8.19 
9.26 

7.80 

Benchmark 

CitiGroup  Broad  Investment 
CitiGroup  Broad  Investment 
CitiGroup  Broad  Investment 
CitiGroup  Broad  Investment 

1.12 
2.31 
1.80 
0.96 

INVESTMENT  OBJECTIVE/CONSTRAINTS 

•  Diversified  portfolio,  producing  a  total  rate  of  return  exceeding  the  Lehman  Brothers  Aggregate 
Bond  Index  over  a  five-year  rolling  period. 

•  Above  average  risk  tolerance,  especially  long-term  investment  risk. 

•  Low  liquidity  requirements,  except  for  investment  purposes. 

•  Securities  purchased  are  investment-grade  as  per  Standard  &  Poor's  or  Moody's  rating  services 
with  maturities  not  exceeding  40  years. 

•  No  additional  purchases  permitted  if  credit  risk  exceeds  two  percent. 

•  IVIortgage-backed  securities  purchased  must  be  backed  by  the  US  Government  or  its  agencies. 

•  All  securities  must  pay  in  US  Dollars. 
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TFBP  Participants 

Net  Asset  Value  Of  Participant  Units  $1.33  Billion 
at  June  30,  2005 


School  Trust 
S433.0 


(In  trillions) 

Coal  Tax  Trust 

$55.7  Tobacco  Trust 

$465.6 

$17.1  Parks  Trust 
$14.2  Montana  Pole 

y^^ 

35V. 

X 

$  4.3  Wildlife  Habitat 

^^^^^ 

\ 

S  2.6  FWP  Real  Property 

i             ^\ 

\ 

S  5.0  Cultural  Trust 

r 

^ 

— ' — • 

$16.0  University 

I  li'/. 

7^^^^ 

9% 

$     A  Other 

Ik 

/  \^^^ 

^*^*# 

$1 15-J 

Y^ 

/            \8*/o 

^^r 

'iJlW^ 

/    12Vo   \ 

J&r 

\^^^^ 

JL*» 

^^r     Streamside  Tailing 

^^^^  1 

^^ 

^ 

$55.5 

^^* 

^^■■^^"^ 

RIT 

LCFRB 

$106.2 

S1S5J 

TFBP  By  Investment 

Fair  Value  Of  Investments  S1.33  Billion 
at  June  30,  2005 
Corporate  (In  Millions) 

$671.5 


$  6.1  Muncipal 

$68.1  Cash  Equivalent 

74.2 
nternational  (IJS$) 

$10.4 


IS  Government 
$575.6 


TRUST  FUNDS 
BOND  POOL  (TFBP) 

On  October  1,  1995.  all 
fixed-income  investments 
held  by  the  state's  major 
trust  funds  vsere  transferred 
to  the  newly-created  Trust 
Funds  Bond"  Pool  (TFBP). 
Each  trust  fund  received 
shares  in  the  pool  equal  in 
value  to  the  fair  value  of 
their  fixed-income 

portfolio  on  the  date  of  the 
transfer. 

The  upper  graph  depicts 
the  net  asset  value  of  the 
pool  at  June  30.  The  lower 
graph  represents  the  fair 
value  of  the  securities  held 
by  the  pool.  The  difference 
in  the  net  asset  value  and 
the  securities  held  is  due  to 
interest  receivables  and 
cash  included  in  the  net 
asset  value. 

The  TFBP  distributed 
S85.3  million  in  income  to 
participants  in  2005. 
compared  to  $86.8  million 
in        2004.  Income 

distributed  includes  interest 
accruals, 
discount/premium,         and 
realized  gains/losses. 


The        TFBP 


financial 


statement,  which  lists  the  individual  securities  in  the  portfolio,  is  shown  Page  B-12  in  Appendix  B. 
The  tables  on  the  next  page  show: 

•  The  changes  in  book  value  of  portfolio  securities. 

•  The  difference  between  book  and  fair  value  of  the  securities  portfolio,  and 

•  The  securities  portfolio's  total  rate  of  return. 
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TFBP  Annual  Chance  At  June  30 

2005  $ 

%of 

2004$ 

%of 

$ 

% 

Investment  Tvpe 

Book  Value 
624^87,960 

Total 
49.1 

Book  Value 
633,550,113 

Total 
51.6 

Change 
(9,262,153) 

Change 

Corporated  Bonds  (Rated) 

(1.5) 

Corporate  Bonds  (Unrated) 

5,956312 

0.5 

7,867,682 

0.6 

(1,911371) 

(243) 

Foreign  Government  Bonds 

9,924,211 

0.8 

9,915,344 

0.8 

8,866 

0.1 

U.S.  Govt  Direct-Backed  Bonds 

114,906,104 

9.0 

90,731,831 

7.4 

24,174,273 

26.6 

U.S.  Govt  Indirect- Backed 

441,037^18 

34.7 

431,865,542 

35.2 

9,171,676 

2.1 

Municipal  Govt  Bonds  (Unrated) 

6.122.489 

0.5 

9,892,524 

0.8 

(3,770.036) 

(38.1) 

Total  Fixed  Income 

1.202^34^93 

94.6 

1,183,823,037 

96.4 

18,41  U55 

M 

Short  Term  Investment  Pool 

64,746,934 

5.1 

44,503,715 

3.6 

20,243,219 

45.5 

State  Street  Repurchase  Agr. 

3,307,867 

M 

0 

M 

3307,867 

N/A 

TotalCash  Equivalents 

68.054.800 

S^ 

44.503.715 

M 

23,551,085 

52.9 

Total  Investments 

100.0 

l.Z283Z6.7.52_ 

100.0 

41.962341 

M 

TFBP  Book/Fair  Values  At  June  30 

2005 

Fair  S 

Fair  S 

%of 

%of 

Books 

Investment  Type 

Value 

624,287,960 

Value 
665,536,568 

+/-  Book 
41,248,608 

Book 
49.1 

Fair 
50.0 

Corporated  Bonds  (Rated) 

Corporate  Bonds  (Unrated) 

5,956,312 

5,956,312 

0 

0.5 

0.4 

Foreign  Government  Bonds 

9.924,211 

10,435,000 

510,789 

0.8 

0.8 

U.S.  Govt  Direct-Backed  Bonds 

114.906.104 

120326,386 

5,420,282 

9.0 

9.0 

U.S.  Govt  Indirect-Backed 

441.037,218 

455,262,802 

14,225,584 

34.7 

34.2 

Municipal  Govt  Bonds  (Unrated) 

6,122,489 

6,123,270 

781 

L5 

M 

Total  Fixed  Income 

1.202.234.293 

i 

263.640337 

61.406.045 

94.6 

94.9 

Short  Term  Investment  Pool 

64,746,933 

64,746,933 

0 

5.1 

4.9 

State  Street  Repurchase  Agr. 

3.307.867 

3.307,867 

fi 

&3 

U 

TotalCash  Equivalents 

68.054.800 

68.054.800 

0 

5A 

5J. 

Total  Investments 

1.270.289.093 

1.331.695.138 

61.406.045 

mD 

100.0 

TFBP  Total  Rates  of  Returns  Versus  Benchmark 

Benchmark          Return  +/- 

% 

Year 

2005 

Return        Benchmark 
8.18         CitiGroup  Broad  Investment 

%F 

leturn         Bench  ma  rkl 

7.00 

1.18 

3  Year  Annualized  Average 

7.93         CitiGrou 

3  Broad  Investment 

5.88 

2.05 

5  Year  Annualized  Average 

9.04         CitiGrou 

3  Broad  Investment 

7.46 

1.58 

INVESTMENT  OBJECTIVE/CONSTRAINTS 

•  Diversified  portfolio,  producing  a  total  rate  of  return  exceeding  the  Lehman  Brothers  Aggregate  Bond 
Index  over  a  five-year  roiling  period. 

•  Above  average  risk  tolerance,  especially  long-term  investment  risk. 

•  Low  liquidity  requirements,  except  for  investment  purposes. 

•  Securities  purchased  are  investment-grade  as  per  Standard  &  Poor's  or  Moody's  rating  services  with 
maturities  not  exceeding  40  years. 

•  No  additional  purchases  permitted  if  credit  risk  exceeds  two  percent. 

•  Mortgage-backed  securities  purchased  must  be  backed  by  the  US  Government  or  its  agencies. 

•  All  securities  must  pay  in  US  Dollars. 

•  Current  income  is  important  since  it  is  distributed  to  participants. 
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STIP  Participants 

Net  Asset  Value  Of  Participant  Units  SI. 74  Billion 


at  June  id, 2005 
Local  Government 


SS803 


Pensions 
SIOI.I 


Treasurers 
S348.I 


(In  Millions) 


S  65.8  llniversity 
$102.5  Insurance 
S  16.7  Debt  Service 
$177.2lnvestnient  Pools 

$362.2 


Agency  Operating 
SI7I.5 


I  rusts 
SI  77.9 


Annual  STIP  Yields 


(In  %  Net  of  Management  Fees) 


74 
75 
76 

77 
78 
79 
80 


85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
% 
97 
98 
99 
00 
01 
02 
03 
04 
05 


■  7.02 
I  6.76 
^  7.15 


8.8J 
I  8.95 


I  8.62 
I  8.69 


■  3.61 
I  3.JJ 


■  S.7> 
I  5.78 
I  5.68 

■  5.89 


I  5.95 


SHORT  TERM 
INVESTMENT 
POOL  (STIP) 


The  Short  Term  Investment 
Pool  (STIP).  created  in 
1974,  provides  participants 
access  to  a  short-term 
money  market  fund. 
Shares  are  fixed  at  $1.00. 
fractional  shares  may  be 
purchased,  and  participants 
may  buy  or  sell  shares  with 
one  business  day's  notice. 
Income  is  distributed  on 
the  first  day  of  the  month. 

The  upper  graph  depicts 
the  net  asset  value  of  the 
pool  at  June  30.  The  lower 
graph  shows  the  historical 
yield  to  participants  based 
on  distributed  income  after 
management  and  custody 
fees  are  deducted. 

There  were  463  accounts 
invested  in  STIP  during  the 
year,  consisting  of  286 
state  accounts  and  177 
local  government  accounts. 
The  STIP  distributed  $31.6 
million  to  participants  in 
2005.  compared  to  $15.8 
million  in  2004. 

The  STIP  financial 
statement,  which  lists  the 
individual  securities  in  the 


portfolio,  is  shown  on  Page  B-24  in  Appendix  B. 
The  tables  on  the  next  page  show: 

•  Ihe  changes  in  Net  Asset  Value  by  major  participant  type, 

•  The  book  and  fair  value  of  the  securities  portfolio  by  major  asset  type,  and 

•  The  securities  portfolio's  total  rate  of  return. 


15 


STIP  NAV  Annual  Change  Bv  Particioant  At  June . 

50 

%of 

2004$ 

%of 

S 

% 

2005  $ 

Fund  TvDe 

NAV  (n 
580347,134 

Total 
33.3 

NAV(l) 
601,911349 

Total 

40.7 

Chanse 
(21,564,215) 

Change 

(3.6) 

Local  Governments 

Treasurer's  Fund 

348,097,292 

20.0 

221,130,581 

14.9 

126,966,711 

57.4 

Pension  Funds 

101,126,032 

5.8 

194,163,866 

13.1 

(93,037,834) 

(47.9) 

Trust  Funds 

177,868,468 

10.2 

114,899,937 

7.8 

62,968,531 

54.8 

Agency  Operating 

171,510,575 

9.9 

96,434,953 

6.5 

75,075,622 

77.9 

University  System 

65,799,309 

3.8 

62,454,638 

4.2 

3344,670 

5.4 

Insurance  Funds 

102,458,885 

5.9 

59339,673 

4.0 

43,119411 

72.7 

Investment  Pools 

177^24,929 

10.2 

108458,006 

73 

68,966,923 

63.7 

Debt  Service  Funds 

16,688,277 

LO 

21,623,586 

L5 

(4,935309) 

(22.8) 

Total 

(1)  Net  Asset  \alue 

1.741.120.900 

100.0 

MSM1452Q 

100.0 

260.90431 1 

UA 

STIP  Book/Fair  Values  At  June  30, 

2005 

Fair  $ 
Value 

1449,527386 

22,000,000 

49,821450 

420.951.800 

1.742.300.436 

Fair  S 
+/-  Book 

(213,058) 

0 

(177,622) 

(44.402) 

%of 
Book 

71.7 
13 
2.9 

24.2 

100.0 

%of 
Fair 

71.7 
13 
2.9 

24.2 

Investment  Type 

Books 
Value 

1449,740,444 

22,000,000 

49,998.872 

420.996.202 

1.742.735.519 

Commercial  Paper 
Repurchase  Agreements 
Corporate  Fixed 
Variable-Rate  (Floating-Rate) 

Total 

STIP  Total  Rates  of  Returns 

Versus  Benchmark 

Benchmark 

91-Day  T  Bill  X  105% 
91-Day  T  Bill  X  105% 
91-DavTBillx  105% 
91-DavTBillx  105% 

Benchmark 
%  Return 

2.14 
1.54 
2.61 
4.02 

Return  +/- 
Benchmark 

Year 

2005 

3  Year  Annualized  Average 
5  Year  Annualized  Average 
10  Year  Annualized  Average 

% 
Return 

230 
1.66 

2.88 
4.32 

0.16 
0.12 

047 
030 

INVESTMENT  OBJECTIVE/CONSTRAINTS 


Diversified  money  market  fund,  producing  a  total  rate  of  return  105  percent  of  the  91 -Day  US 

Treasury  Bill. 

Highly  liquid  portfolio. 

Maximum  security  maturity  of  397  days. 

Participants  include  state  agencies,  local  governments  and  school  districts. 

Risk  tolerance  is  low. 
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MDEP  Participants 

Net  Asset  Value  Of  Participant  Inits  S3.01  Billion 
at  June  30,  2005 

PERS  ('"  'Millions) 

$1,529.4 

S7I J  Sheriffs 
$72  J  Police 
$68.9  Firefighters 
$39.4  Highway  Patrol 
$22.8  Judges 
$23.1  Came  Wardens 
S  9.1  Vol.  FireHghters 
S  O  Other 
S307.8 


TRS 

$1,172.9 


MDEP  By  Investment 

Fair  Value  Of  Investments  S3.01  Billion 

at  June  30,  2005 

(In  Millions) 


S&P500lndciFund  A 
SI. 132.4 


$106.6  SJIP400  Midcap  Indci 
J24J.9  IS  Small  Cap  Indct 
$_27J  SPIFF  * 

$377.8 


*  Sttk  Prtfarmancr  Indrt  Fumm  Fund 


portfolio,  is  shown  on  Page  B  -  3 1  in  Appendix  B. 
The  tables  on  the  following  pages  show: 

•  The  1 0-largest  holdings  in  the  actively-managed  portfolio, 

•  Changes  in  the  fair  value  of  the  securities  portfolio  by  sector, 

•  The  book  value  and  fair  value  of  the  securities  portfolio,  and 

•  The  active-managed  securities  portfolio's  total  rate  of  return. 


MONTANA 
DOMESTIC 
EOL  ITV  POOL 
(MDEP) 

The  Montana  Domestic 
Equity  Pool  (MDEP)  was 
created  in  May  1,  2003, 
when  all  investments  held 
in  the  Montana  Common 
Stock  Pool,  the  Standard 
and  Poor's  500  Index  Fund 
A  and  the  Dimensional 
Fund  Advisors  US  Small 
Cap  Index  were  combined 
to  create  the  pool. 

The  upper  graph  shows  the 
net  asset  of  the  pool  at  June 
30.  The  lower  graph  shows 
the  fair  value  of 
investments  held  by  active 
and  passive  management. 

The  MDEP  distributed 
$36.6  million  of  income  to 
participants  in  2005, 
compared  to  $32.4  million 
in        2004.  Income 

distributed  includes 

dividends,  security  lending 
and  miscellaneous  income. 
All  realized  capital  gains 
and  losses  are  retained  in 
the  pool. 

The  MDEP  financial 
statement,  which  lists  the 
individual  securities  in  the 
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Montana  Common  Stock  Pool  10  Largest  Holdings 

asof  June  30.  2005 

Fair  $ 

%of 

Company 

Shares 
2,138,200 

Value 
74,088,630 

MTCP 

General  Electric  Co 

4.9 

Exxon  Mobil  Corp 

1,136,612 

65321,092 

43 

Citigroup  Inc 

1,063366 

49,159,410 

33 

Johnson  +  Johnson 

667300 

43374,500 

2.9 

Microsoft  Corp 

1,680,000 

41,731,200 

2.8 

Pfizer  Inc 

1,475,960 

40,706,977 

2.7 

Bank  America  Corp 

809,100 

36,903,051 

2.5 

Intel  Corp 

1,281,500 

33395,890 

2.2 

Chevron  Corp 

594,500 

33,244,440 

2.2 

Wal  Mart  Stores  Inc 

626.000 

30.173.200 

M 

Total  Ten  Largest  Holdings 

11.472,538 

448.098390 

22^ 

Total  MTCP 

\.^^\-^i(>-2<>2 

MDEP  Sector  and  Active/Passive  Management  Change  At  June  30 

%  of                         $ 

% 

2005  $ 

%  of                  2004  $ 

Sector 

Fair  Value 

Total              Fair  Value 

Total                   Chanae 

Change 

S  &  P  500  Index  (Passive) 

1,132,427,185 

37.6            596,835,084 

20.6           535,592.101 

89.7 

Financials 

309,552,797 

10.3            406.559,448 

14.0             (97,006,651) 

(23.9) 

Information  Technology 

281,910.831 

9.4           381.749,523 

13.2             (99.838,692) 

(26.2) 

Health  Care 

254,596,685 

8.5            299,536,679 

103             (44,939,994) 

(15.0) 

US  Small  Cap  Enhanced  Index 

243,808,328 

8.1            323,104,286 

11. 1             (79^95,958) 

(24.5) 

Industrials 

180,803,250 

6.0            249,403,194 

8.6             (68,599,944) 

(27.5) 

Energy 

166,878,186 

5.5            141,700,994 

4.9               25,177,192 

17.8 

Consumer  Discretionary 

149329,272 

5.0            226,895,068 

7.8             (77.565.796) 

(34.2) 

S  &  P  400  Midcap  Index 

106,616,769 

3.5                             0 

0.0            106,616,769 

N/A 

Consumer  Staples 

105,701,233 

3.5            138,459,456 

4.8             (32,758,223) 

(23.7) 

Materials 

30,960,408 

1.0              50,706,128 

1.7             (19,745,720) 

(38.9) 

SPIFF  (1) 

27335387 

0.9              40,405340 

1.4             (13,069,953) 

(323) 

Telecommunication  Services 

21,993,600 

0.7              43372^69 

1.5             (21378,669) 

(49.3) 

Utilities 
Total 

0 
3.011,913,931 

0.0                3.557,400 
100.0          2.902.284.868 

0.1               (3.557.400) 
100.0            109,629,063 

(100.0) 

M 

(I)  Stock  Performance  Index  Futures  Fund  - 

ncludes  Mone\  Market  &  C 

ash 

MDEP  Book/Fair  Values  At  June  30.  2005 

Fair  $ 

Fair  $          %  of 

%of 

Books 

Sector 

Value 
1,039,695,684 

Value 
1,132,427,185 

+/-  Book           Book 
92,731,501             39.8 

Fair 

37.6 

S  &  P  500  Index  (Passive) 

Financials 

251,265,957 

309,552,797 

58.286.840               9.6 

103 

Information  Technology 

273,970,833 

281,910,831 

7,939.998             10.5 

9.4 

Health  Care 

218,993.157 

254,596,685 

35,603,528               8.4 

8.5 

US  Small  Cap  Enhanced  Index 

177,282.131 

243,808328 

66,526,197               6.8 

8.1 

Industrials 

125.640,699 

180,803,250 

55,162,551              4.8 

6.0 

Energy 

103,602,072 

166,878,186 

63.276,114               4.0 

5.5 

Consumer  Discretionary 

150,802,194 

149329,272 

(1,472.922)             5.8 

5.0 

S  &  P  Midcap  Index 

100,000.000 

106,616,769 

6,616,769               3.8 

3.5 

Consumer  Staples 

90,886,078 

105,701,233 

14,815,155              3.5 

3.5 

Materials 

29,210,235 

30,960,408 

1,750,173               1.1 

1.0 

SPIFF  (1) 

27367,582 

27,335387 

(32,195)             1.0 

0.9 

Telecommunication  Services 

20,485,956 

21,993,600 

1.507.644               0.8 

OJ 

Total 

2.609.202.578 

3.011.9U.931 

402.711.352            100.0 

ino.o 

(I)  Stock  Performance  [ndex  Futures  Fund 

-  Includes  \lonc\  Market  .Si  C  ash 
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Montana  Common  Stock  Pool  Total  Rates  of  Returns  Versus  Benchmark 


N  ear 

2005 

3  ^  car  Annualized  Average 
5  \  ear  Annualized  Average 
10  N  ear  Annualized  Average 


% 

Return 

Benchmark 

5.19 

S  &  P  500 

7.54 

S  &  P  500 

(3.81) 

S  &  P  500 

8.50 

S  &  P  500 

Benchmark 

Return  +/- 

%  Return 

Benchmark 

6.32 

(1.13) 

8.28 

(0.74) 

(2.37) 

(1.44) 

9.94 

(1.44) 

The  returns  shown  above  are  returns  on  the  large  cap  active  stock  portfolio  managed  internally  by  Board 
staff. 
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MTIP  Participants 

Net  Asset  Value  Of  Participant  Units  $996.4  Million 
at  June  30,  2005 

PERS  $505.1  (In  Millions) 

S23.5  SherifTs 

S24.5  Police 

$23.4  Firefighters 

$13.0  Highway  Patrol 

$  7.5  Judges 

S  7.7  Game  Wardens 

S  3.3  Vol.  Firenghters 

$102.9 


TRS  $388.4 


MTIP  By  Investment 

Fair  Value  of  Investments  S993.5  Million 
at  June  30,  2005 
Europe  $612.14  (In  Millions) 


IIS  Cash  $84.33 


Pacific  Basin  $297.05 


MONTANA 
INTERNATIONAL 
STOCK  POOL 
(MTIP) 

The  Montana  International 
Equity  Pool  (MTIP)  was 
created  during  1997  when 
the  nine  pension  funds 
purchased  pool  shares  to 
fund  investments  in 
international  stock.  Cash 
dividends,  interest  and 
related  income  currency 
gains/losses  are  distributed 
monthly. 

The  upper  graph  depicts 
the  net  asset  value  of  the 
pool  at  June  30.  The  lower 
graph  shows  the  fair  value 
of  the  securities  held  by  the 
pool  by  region. 

The  difference  between  the 
net  asset  value  of  the  pool 
and  the  fair  value  of 
investments  held  is  due  to 
investments  purchased  but 
not  yet  paid  for.  Net  asset 
value  is  reduced  by  the 
payable  due  for  the 
purchase. 

The  MTIP  distributed  $8.5 
million      of     income      to 


participants        in 


2005. 


compared  to  $7.1  million  in 
2004.    The  MTIP  financial 


statement,  which  lists  the  individual  securities  in  the  portfolio,  is  shown  on  Page  B^O  in  Appendi,\  B. 

The  tables  on  the  following  pages  show: 

•  The  investment  managers  and  the  fair  value  of  their  securities  portfolios, 

•  The  changes  in  securities  fair  value  by  country. 

•  The  book  and  fair  values  of  securities  portfolios  by  country,  and 

•  The  total  rates  of  return  by  actively-managed  securities  portfolio. 
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Manager 

Fair  \  alue  S 
466,246.669 

Barclay  MSCI  Europe  Passively-Managed  Equity  Index 

Pyrford  Actively-Managed  Europe 

145,894,518 

Schroder  Actively-Managed  Pacific  Basin 

135,472,671 

Nomura  Actively  Managed  Pacific  Basin 

110,950385 

Barclay  MSCI  Passively-Managed  Equity  Index  Pacific  Basin 

50,628,249 

Stock  Performance  Index  Futures  Fund\StateStreet  Cash 

84326,128 

Total  International  Portfolios 

993,518,620 

MTIP  Annual  Change  At  June  30 

2005  S 

%or 

2004  S 

%of 

s 

% 

C  ountrv 

Fair  \alue 
466^46,670 

Total 
46.9 

Fair  \  alue 
389.188.268 

Total 
45.6 

Change 
77,058,403 

Chanee 

MSCI  Europe  Equity  Index 

19.8 

Japan 

143,770,620 

14.5 

162,411,275 

19.0 

(18,640,655) 

(11.5) 

DFA  International  Index 

76,554,040 

7.7 

0 

0.0 

76,554,040 

N/A 

MSCI  Pacific  Basin  Equity  Index 

50,628,249 

5.1 

46.167,935 

5.4 

4,460314 

9.7 

I  nited  Kingdom 

44352,481 

4.5 

47,288,544 

5.5 

(2,936,062) 

(6.2) 

Switzerland 

33,623,190 

3.4 

29343,415 

3.4 

4^79,776 

14.6 

Australia 

33.527,931 

3.4 

29,240,763 

3.4 

4,287.168 

14.7 

Spain 

22,423,151 

23 

18.199,196 

2.1 

4,223.955 

23.2 

France 

18,148,832 

1.8 

13.667342 

1.6 

4,481,490 

32.8 

Taiwan 

17,213.176 

1.7 

11,535.123 

1.4 

5,678,053 

49.2 

Netherlands 

17,000.959 

1.7 

12,545,059 

1.5 

4,455,900 

35.5 

Hong  Kong 

16,060,009 

1.6 

16301,745 

1.9 

(241.737) 

(1.5) 

Korea 

15,967.519 

1.6 

14,957,725 

1.8 

1.009,794 

6.8 

Ireland 

8.037,194 

0.8 

3,652301 

0.4 

4384.893 

120.1 

Singapore 

7.043.624 

0.7 

5,929,777 

0.7 

1.113,847 

18.8 

ISSCash 

5.660.782 

0.6 

4,607,906 

0.5 

1,052.876 

22.8 

Malaysia 

3.932.518 

0.4 

5.680.686 

0.7 

(1,748,168) 

(30.8) 

Cermany 

3J42393 

03 

2,863,5.56 

03 

378,836 

13.2 

Thailand 

2,875,184 

03 

3,156,126 

0.4 

(280,943) 

(8.9) 

SPIFF  (1) 

2,111305 

0.2 

31.685,217 

3.7 

(29,573.912) 

(93.3) 

Philippines 

2,002.694 

0.2 

183,957 

0.0 

1,818,737 

988.7 

Portugal 

1311352 

0.1 

0 

0.0 

1311352 

N/A 

Indonesia 

998,207 

0.1 

802.6.56 

0.1 

195,551 

24.4 

New  Zealand 

786,540 

0.1 

1.162.663 

0.1 

(376,123) 

(32.4) 

Belgium 
Total 

Q 

iira.o 

3366,124 
'S853.937359 

lOO.Q 

(3366,124) 

(100.0) 

1^ 

(1 )  Stock  Prrformanct  tndtx  Kuiurcs  Fund 
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MTIP  Book/Fair  Values  At  June  30, 

2005 

Fair  $ 

Fair  S 

%of 

%of 

Books 

Country' 

Value 
384,025,081 

Value 
466^46,670 

+/-  Book 
82,221,589 

Book 

45.7 

Fair 
46.9 

IVISC!  Europe  Equity  Index 

Japan 

131,598,475 

143,770,620 

12,172,146 

15.7 

14.5 

DFA  International  Index 

75,484,090 

76,554,040 

1,069,950 

9.0 

7.7 

MSCI  Paciflc  Basin  Equity  Index 

40,005,322 

50,628^49 

10,622,927 

4.8 

5.1 

United  Kingdom 

38,699,087 

44352,481 

5,653394 

4.6 

4.5 

Switzerland 

31,166,439 

33,623,190 

2,456,751 

3.7 

3.4 

Australia 

23,921,155 

33,527,931 

9,606,776 

2.8 

3.4 

Spain 

14,919,219 

22,423,151 

7,503,932 

1.8 

23 

France 

12,332,455 

18,148,832 

5,816377 

1.5 

1.8 

Taiwan 

15,105,035 

17,213,176 

2,108,141 

1.8 

1.7 

Netherlands 

14,525,106 

17,000,959 

2,475,853 

1.7 

1.7 

Hong  Kong 

13,056,195 

16,060,009 

3,003,813 

1.6 

1.6 

Korea 

11,249,747 

15,967,519 

4,717,772 

13 

1.6 

Ireland 

6.993,655 

8,037,194 

1,043339 

0.8 

0.8 

Singapore 

6,095,494 

7.043,624 

948,130 

0.7 

0.7 

US  S  Cash 

5,660,782 

5,660,782 

0 

0.7 

0.6 

Malaysia 

3,775,289 

3,932,518 

157^29 

0.4 

0.4 

Germany 

2,450,982 

3,242393 

791,410 

0.3 

03 

Thailand 

2380376 

2,875,184 

494,807 

0.3 

03 

SPIFF  (1) 

2,123,299 

2,111305 

(11.994) 

0.3 

0.2 

Philippines 

1,861,685 

2,002,694 

141,010 

0.2 

0.2 

Portugal 

1327,808 

1311352 

(16,456) 

0.2 

0.1 

Indonesia 

696380 

998,207 

301,827 

0.1 

0.1 

New  Zealand 

678.827 

786,540 

107,713 

M 

QA 

Total 

840.131.984 

993.?!  8.620 

1.S338W37 

100.0 

loo.n 

(1)  Stock  Performance  Index  Futures  Fund 

MTIP  2005  Total  Rates  of  Returns 

Bv  Active 

Manager  Versus  Benchmarks 

Benchmark 
%  Return 

939 

9.39 

16.87 

13.65 

Return  +/- 
Benchmark 

Manager 

% 
Return 

9.19 

9.53 
15.59 

1AM 

Benchmarks 

Montana  Custom  Pacific 
Montana  Custom  Pacific 
MSCI  Europe 

MSCI  EAFE 

Schroder  Capital  Management 
Nomura  Asset  Management 
Pyrford  International 

All  International  (1) 

(1)  Includes  Passive  Management 

(0.20) 
0.14 
(1.28) 

0.68 

MTIP  Annual  Average  Total  Rates  of  Returns  From  Inception 


Year 

2005 

3  Near  Annualized  Average 

5  \  ear  Annualized  Average 


% 
Return 


Benchmarks 


14.33         MSCI  EAFE 

12.61  MSCI  EAFE 

1.64         MSCI  EAFE 


Benchmark 
%  Return 

13.65 
12.06 


Return  +/- 
Benchmark 


0.68 
0.55 
2.19 
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MONTANA  PRIVATE  EQUITY  POOL  (MPEP)  The  Montana  Private  Equity  Pool  was 
created  on  May  I,  2002  when  all  private  equity  investments  held  by  the  nine  pension  funds  were 
transferred  to  the  pool.  Each  pension  fund  received  shares  in  the  pool  equal  to  the  fair  value  of  their 
private  equit\'  investments  and  also  transferred  cash  to  the  pool  to  provide  for  investment  purposes.  The 
MPEP  financial  statement,  which  lists  the  portfolio,  is  shown  on  Page  B-54  in  Appendix  B. 


MPEP  Participant  Change  At  June  30 

%of 

2004$ 

%of 

s 

% 

2005  S 

Fund 

Public  Employees 

NA\ 

150,594,502 

Total 
50.6 

NAV 
128,797,003 

Total 
.50.6 

Change 
21,797,499 

Change 

16.9 

Teachers 

116,621,027 

39.2 

99,740,950 

39.2 

16,880,077 

16.9 

Police 

7,137,953 

2.4 

6,104.784 

2.4 

1.033,169 

16.9 

Sheriffs 

6.940„554 

2.3 

5.935.957 

2J 

1,004,597 

16.9 

Firefighters 

6,797  Jl  9 

2.3 

5,813,455 

2.3 

983,864 

16.9 

Highvtav  PaCrol 

3,946.191 

1.3 

3J75,008 

1.3 

571,184 

16.9 

Judges 

2,228,865 

0.7 

1,906J53 

0.7 

322.613 

16.9 

Came  Wardens 

2.170,182 

0.7 

1,856,063 

0.7 

314.119 

16.9 

Vol.  Firefighters 

991,926 

OJ 

848^52 

OJ 

143,574 

16.9 

Total  Investments 

297.428.519 

loo.n 

Ih^ 

MPEP  Change  At  June  30  bv  Manager 

%of 

2004  S 

%of 

S 

% 

2005  $ 

Manager/Investment  Type 

Fair  Value 
113,401,916 

Total 
38.1 

Fair  N'alue 
80,488,832 

Total 
31.1 

Change 
32,913,084 

Change 

Adams  Street  Partners 

40.9 

Kolberg  Kravis  &  Roberts  (KKR) 

62,I88J62 

20.9 

80,094.236 

31.0 

(17,905.874) 

(22.4) 

SPIFF  (1) 

32,627J25 

II.O 

24^29,851 

9.4 

8J97,474 

34.7 

Lexington  Capital 

32J88,833 

10.9 

17,820,972 

6.9 

14,567,861 

81.7 

Welsh  Carson  Anderson&Stowe 

19,634,646 

6.6 

12,717,565 

4.9 

6,917,081 

54.4 

Oaktree  Capital 

16,896,984 

5.7 

32,498,809 

12.6 

(15,601,825) 

(48.0) 

Madison  Dearborn  Capital 

11,569,961 

3.9 

8,551,924 

3.3 

3,018,037 

35J 

Arclight  Capital 

4,712,780 

1.6 

2,076JOO 

0.8 

2.636,480 

127.0 

Odvssev  Partners 

4.127,031 

1.4 

0 

0.0 

4,127.031 

N/A 

Inlermountain 

83333 

0.0 

0 

0.0 

83333 

N/A 

Carlyle  Partners 

7,000 

M 

0 

M 

7.000 

N/A 

Total  Investments 

29im.m 

m.9 

2?8.47«.4?fl 

100.0 

i9.]^%m 

112 

(1)  Slmk  I'rrfurnmncf  Indfi  Kueur^s  Kund 

MPEP  Book/Fair  \  alucs  At  June 

30,  2005  by  Mana 

eer 

Fair  S 

Fair  S 

%of 

%of 

Books 

Manager/investment  Type 

\alue 
I24J66,507 

\alue 
113,401,916 

+/-  Book 
(10.964.591) 

Book 
45.6 

Fair 
38.1 

Adams  Street  Partners 

Kolberg  Kravis  &  Roberts  (KKR) 

58,287,981 

62,I88J62 

3.900,381 

21.4 

20.9 

SPIFF(I) 

32,-598,608 

32,627325 

28,717 

11.9 

11.0 

Lexington  Capital 

21. .520.090 

32J88,833 

10,868,743 

7.9 

10.9 

Welsh  Carson  Anderson&Stowe 

15,954,898 

19,634.646 

3,679,748 

5.8 

6.6 

Oaktree  C  apital 

1 

16,896,984 

16,896,983 

0.0 

5.7 

Madison  Dearborn  Capital 

1IJ43,.592 

11,569,961 

226J69 

4.2 

3.9 

Arclight  C  apital 

4,202,766 

4,712,780 

510,014 

1.5 

L6 

Odvssev  Partners 

4,464.155 

4.127.031 

(337,124) 

1.6 

1.4 

Intermountain 

83J33 

83J33 

0 

0.0 

0.0 

Carlyle  Partners 

7,000 

7.000 

0 

0^ 

0^ 

Total  Investments 

222MM^ 

J97.«iJ8.r2 

2dLmi2.ZdUl 

100.0 

100.0 

( 1 )  Muck  fVrftirmincf  Indrt  tulurf^  tund 
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MPEP  Total  Rates  of  Returns  Versus  Benchma 

rk 

Benchmark 
%  Return 

11.23 
12.90 

Return  +/- 
Benchmark 

% 
Year                                                                 Return 

2005                                                                   17.89 
3  Year  Annualized  Average                            16.80 

Benchmark 

S&P  1500  +  4.0% 
S&P  1500 +  4.0% 

6.66 
3.90 

Private  equity  investments  are  participations  in  non-publiciy  traded  equity  ownership  of  a  fund  or 
operating  company  either  directly  or  more  commonly  through  a  partnership.  As  of  June  30,  2005,  ten 
private  equity  managers  invested  the  pool's  assets. 

Adams  Street  Partners  -  A  fund-of-fund  investment  manager,  formerly,  Brinson  Partners  offers  a  wide 
range  of  private  equity  capital  investment  alternatives. 

Kolberg,  Kravis  &  Roberts  -  A  global  leveraged-buyout  firm  organized  in  1975  that  seeks  investment 
opportunities  in  a  wide-range  of  industries. 

Madison-Dearborn  Partners  -  A  private  equity  investment  firm,  founded  in  1992,  that  seeks  growth 
equity  transactions  and  management  buyout  opportunities  in  a  wide  range  of  industries. 

Welsh  Carson  Anderson  Stowe  -  A  leveraged-buyout  firm  founded  in  1 979  focused  on  information 
services,  communications  and  healthcare  industries. 

Lexington  Partners  -  A  private  equity  firm,  founded  in  1994.  specializing  in  secondary  investments 
that  provide  liquidity  to  owners  of  domestic  and  international  private  equity  limited  partnerships.  The 
tlrm  also  co-investments  with  other  private  equity  sponsors  and  invests  in  newly-formed  private  equity 
partnerships. 

Oaktree  Capital  Management  -  A  firm  investing  in  distressed  debt,  high  yield,  and  convertible 
securities  markets.  The  Board  invested  $75.0  million  with  the  firm  in  September  2002. 

Arclight  Capital  Partners  -  Established  in  2001,  the  firm  is  one  of  the  leading  private  investment  firms 
focused  exclusively  on  the  electric  power  industry. 

CSFB  -  Customized  Fund  Investment  Group  -  A  division  of  Credit  Suisse  First  Boston,  one  of  the 
largest  managers  of  private  capital  in  the  world,  that  provides  customized  private  equity  services  to 
institutional  clients  who  require  tailor-made  solutions  to  their  private  equity  allocations. 

Odyssey  Investment  Partners  -  A  leading  private  equity  investment  firm  organized  in  1998  that  makes 
majority,  control  investments  primarily  in  established  middle-market  companies  in  a  variety  of 
industries. 

The  Carlyle  Group  -  A  global  private  investment  firm,  established  in  1987.  that  originates,  structures 
and  acts  as  lead  equity  investor  in  management-led  buyouts,  strategic  minority  equity  investments, 
equity  private  placements,  consolidations  and  buildups,  and  growth  capital  financings. 
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The  types  of  investments  made  by  private  equity  managers  generally  fall  into  the  following  categories: 

Private  Equity'  -  Private  equity  investments  in  funds  or  operating  companies  in  an  asset  class 
other  than  cash,  stocks,  or  fixed  income  securities  and  real  estate. 

Venture  Capital  -  Equity  or  equity-like  investments  in  companies  that  have  undeveloped  or 
developing  products  or  revenue. 

Leveraged  Buy-Ouls  -  Equity  investments  in  public  or  private  companies  that  purchase  a 
significant  portion  or  majority  control  of  the  company. 

Mezzanine  -  Investments  in  the  subordinated  debt  and/or  equity  of  privately  owned  companies. 
The  debt  holder  participates  in  equity  appreciation  through  conversion  features,  such  as  rights, 
warrants,  and/or  options. 

Special  Situations  -  Includes:  1 )  investments  in  the  exploration  for  oil  and/or  gas  reserves  or  in 
the  development  of  proven  reserves:  2)  investments  in  land  to  har\est  timber:  and  3)  investments 
that  have  a  special  component  usually  related  to  geographical,  economic,  or  social  issues 
sometimes  referred  to  as  Economically  Targeted  Investments. 

Secondary  Investments  -  Investments  in  a  previously-owned  limited  partnership  or  investment 
in  previously  owned  limited  partnership  via  a  secondary  fund. 

Distressed  Debt  -  Public  and  private  debt  of  companies  that  appear  unlikely  to  meet  their 
financial  obligations  but  are  attractive  to  investors,  not  for  repajmcnt  of  interest  and  principal 
which  are  unlikely  to  be  paid,  but  for  the  claim  placed  on  the  firm's  value  by  unpaid  creditors. 
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Pension  Funds  By  Source 

$6.35  Billion  Fair  Value  At  June  30,  2005 

(In  MUlions) 


PERS  $3^32.8 


SISI.OSherilTs 

$IS3.6  Police 

SI46.7  Firefighlers 

S  83.6  Highway  Patrol 

S  48.4  Judges 

S  SI.8  Game  Wardens 

S  20J_ Volunteer  Firefighters 

$655.2 


TRS  $2,461.2 


Pension  Funds  By  Investment 

S6.35  Billion  Fair  Value  At  June  30,  2005 

(In  Millions) 


Equity 
$4^19.6 


MT.  Moilgages 

S93.8 
Cash  Equivalents 

$101.1 


Fixed  Income 
$1,834.6 


investing  and  accounting,  and  provide  broader  diversification  for  the 
distributed  monthly  to  pool  participants. 


PENSION  FUNDS 

By  law,  all  public  pension 
funds  in  the  state,  including 
local  governments  and 
school  districts,  are 
managed  by  the  state.  The 
Board  of  Investments 
manages  all  pension  fund 
investments.  Pension  fund 
operations  are  administered 
by  two  boards  appointed  by 
the  Governor. 

The  upper  Graph  depicts 
the  state's  nine  pension 
fund  investment  portfolios 
at  fair  value  as  of  June  30. 
The  lower  graph  depicts 
total  pension  fund 

investments  by  major 
investment  type. 

The  Teachers'  Retirement 
Board  manages  the 
Teachers'  Retirement 

System  (TRS),  while  the 
Public  Employees" 

Retirement  Board  manages 
the  other  eight  systems. 

As  of  June  30 
approximately  98  percent 
of  pension  fund 

investments  at  fair  value 
were  managed  in  various 
investment  pools  created 
by  the  Board.  These  pools, 
which  operate  similar  to 
mutual  funds,  simplify 
smaller  funds.     Income  is 


The  pension  funds  earned  $187.4  million  on  their  investments  in  2005.  compared  to  $315.9  million  in 
2004.  The  total  rate  of  return  of  each  fund  is  shown  on  the  following  pages. 
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Pension  Equity  Investments 


■Equities  ■Other 

6    — — 

(Investments  In  Billion's  At  Fair  Value) 

5 

4 

J 

ill 

.1 

81  85         89         93         95         97         99         01         03         05 

■/.Equity     It      19      IS      19      19     2«     )2     37     39     4J     49     S]     59     6J     S>     S7     U     6S     68 


Pension  Mortgages  History 


Outstanding  Principal  At  Year-End 


$350 
$300 
$250 
$200 
$150 
$100 
$50 


SO 


■  PERS  HTRS 

(Balance  In  Millions)                                     ^ 

ll 

■  llll 

lllllllllll 

72    74    76    78    80    82    84    86    88    90    92    94    96    98    GO    02    04 


The  Board  has  increased 
pension  investments  in 
equities  in  recent  years  to 
increase  the  total  rate  of 
return.  The  current  target 
is  67  percent  of  the  fair 
value  of  pension 

investments. 

Declining  equity  prices 
reduced  fair  value  of  total 
pension  fund  investments 
from  2001  through  2003. 
Pension  fund  assets  of 
$5.95  billion  in  2004 
finally  surpassed  the  2000 
value  at  the  peak  of  the 
stock  market  bubble. 


During  2001  through  2003 
the  Board  actively  sold 
fixed-income  investments 
and  invested  the  sale 
proceeds  in  the  equity 
markets. 

This  rebalancing  and  a 
resurgent  of  domestic  and 
international  stock  markets 
brought  pension  fund 
equit\  allocation  to  68 
percent  of  total  pension 
fund  investments  in  2004. 


From    1994 

Board 

increased 

investments 

mortgages. 


to   2002.   the 

significantly 

pension 

in     Montana 

Mortgages 


investments  peaked  at  $324.0  million  in  2002.  From  2003  through  2005,  mortgage  rates  on  the 
secondap.  market  declined  to  less  than  6  percent  and  the  Board  declined  to  purchase  mortgages  for  the 
pension  funds  at  these  rates.  This  policy,  combined  with  significant  mortgage  re-financings  caused  a 
significant  drop  in  the  pension  mortgage  portfolio  to  $92.9  million  at  year-end  2005. 
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Pension  Funds  Annual  Book  Value  Chanee  At  June  30 

2004  $ 

%of 

S 

%of 

2005  $ 

%of 

Fund 

Public  Employees 

Book  Value 
2,339,869,014 

Total 
50.8 

Book  Value 

2,275,920,567 

Total 
50.6 

Change 

63,948,447 

Change 

2.8 

Teachers 

1,763,665,585 

38.3 

1,742,566,496 

38.8 

21,099,089 

1.2 

Police 

118,153,666 

2.6 

112,592,929 

2.5 

5,560,738 

4.9 

Sheriffs 

115,023,467 

2.5 

111,178,424 

2.5 

3,845,042 

3.5 

Firefighters 

113,713,015 

2.5 

108,238,534 

2.4 

5,474,481 

5.1 

Highway  Patrol 

61,546,174 

1.3 

60,068,673 

1.3 

1,477,500 

2.5 

Game  Wardens 

4038,227 

0.9 

35,824,914 

0.8 

4,383,313 

12.2 

Judges 

35,753,937 

0.8 

34,442,726 

0.8 

1311,210 

3.8 

Volunteer  Firefighters 

16,448.235 

M 

15,836.424 

M 

611.812 

M 

Total 

uo4,m,in 

100,0 

4.4%.669.(*88 

100,0 

107.71  l.«J 

ZA 

Investment  Tvoe 

1,771,243,348 

38.5 

1.552.243.348 

34.5 

219,000,000 

14.1 

Fixed  Income  (RFBP) 

Equities 

2,639,072,488 

57.3 

2.626,643.102 

58.4 

12,429,386 

0.5 

Cash  Equivalents  (STIP) 

101,126.032 

2.2 

194,163.866 

4.3 

(93,037,834) 

(47.9) 

Montana  Mortgages 
Total 

92,939.453 
4.604.381.321 

100.0 

123,619,372 

2J 
100.0 

(30,679,919) 
107.711.633 

(24.8) 

Pension  Funds  Annual  Fair  Value  Chanee  At  June  30 

2004  $ 

%of 

S 

%of 

2005  $ 

%of 

Fund 

Fair  Value 

Total 

Fair  Value 

Total 

Chanee 

Change 

Public  Employees 

3,232,788,978 

50.9 

3,017,022,856 

50.7 

215,766,122 

7.2 

Teachers 

2,461,155,345 

38.8 

2,327,167,274 

39.1 

133,988,071 

5.8 

Police 

153,724,535 

2.4 

140,725,594 

2.4 

12,998,941 

9.2 

Sheriffs 

151,006,508 

2.4 

139,910,633 

2.4 

11,095,875 

7.9 

Firefighters 

146,685,522 

2.3 

134,140,179 

2.3 

12,545,343 

9.4 

Highway  Patrol 

83,578,823 

1.3 

78,310,865 

1.3 

5,267,957 

6.7 

Game  Wardens 

51,750,698 

0.8 

45,057,186 

0.8 

6,693,51 1 

14.9 

Judges 

48,424,100 

0.8 

44,795,416 

0.8 

3,628,684 

8.1 

Volunteer  Firefighters 

20,063,456 

OJ 

18,612,738 

OJ 

1,450,718 

M 

Total 

6.349.177.964 

100.0 

5.945.742.742 

100.0 

403,435.222 

M 

Investment  Type 

1,834,620,222 

28.9 

1,599,757,615 

26.9 

234,862,607 

14.7 

Fixed  Income  (RFBP) 

Equities 

4,319,620,513 

68.0 

4,028,200,396 

67.7 

291,420,117 

7.2 

Cash  Equivalents  (STIP) 

101,126,032 

1.6 

194,163,866 

3.3 

(93.037,834) 

(47.9) 

Montana  Mortgages 

93.811,197 

1.5 

123,620.864 

2.1 

(29.809,668) 

(24.1) 

Total 

6,349.177.964 

mm 

5,94;i,742..742 

mm 

403.435J22 

6^ 

The  chart  on  the  next  page  depicts  the  relationship  of  the  two  state  Pension  Boards  to  the  Board  of 
Investments  in  managing  the  state's  nine  pension  fund  assets  and  liabilities. 
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As  depicted  in  the  above  chart  the  employee/employer  contributions  are  collected  by  the  two  Pension 
Boards  that  administer  the  benefits.  The  actual  employee/emplo)er  contribution  levels  and  the  formulas 
for  benefits  are  set  by  law.  The  Pension  Boards  hire  actuarial  firms  to  value  the  nine  systems  and 
provide  the  assumptions  used  by  the  actuary  in  the  valuations.  The  actuary  determines  the  "soundness" 
of  the  systems  based  on  the  assumptions.  Article  VIII.  Section  15  of  the  Montana  State  Constitution 
requires  that  the  systems  be  "actuarially  sound"  as  follows: 

(1)  Public  retirement  systems  shall  he  funded  on  an  actuarially  sound  basis  Public  retirement  system 
assets,  including  income  and  actuarially  required  contributions,  shall  not  be  encumbered,  diverted,  reduced,  or 
terminated  and  shall  be  held  in  trust  to  provide  benefits  to  participants  and  their  beneficiaries  and  to  defi'oy 
administrative  expenses 

(2)  The  governing  boards  of  public  retirement  systems  shall  administer  the  system,  including  actuarial 
determinations,  as  fiduciaries  of  system  participants  and  their  beneficiaries 

State  law  defines  a  system  as  actuarially  sound  when  its  unfunded  liability,  if  any.  can  be  amortized  in 
30  years  or  less  with  the  current  level  of  contributions.  As  of  June  30.  2005.  four  of  the  state's  nine 
pension  funds  were  not  actuarially  sound  as  determined  by  the  system's  actuaries.  These  systems  were: 

•  The  Public  Employees'  Retirement  System 

•  The  Teachers'  Retirement  System 

•  The  SheritTs'  Retirement  System 

•  The  Game  Wardens'  and  Peace  Officers  Retirement  System 

The  tables  on  the  following  pages  show  information  on  the  nine  systems. 
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Membership 


PERS 

6/30/2005 
15,220 

6/30/2004 
14,834 

Retirees  &  Beneficiaries 

Vested  Terminated 

2,418 

2.362 

Non-vested  Terminated 

8.153 

9,132 

Active  Members 

28,213 

28,201 

Total 

54,004 

54,529 

Firefishters 

6/30/2005 

504 

6/30/2004 
498 

Retirees  &  Beneficiaries 

Vested  Terminated 

13 

10 

Non-vested  Terminated 

50 

48 

Active  Members 

444 

438 

Total 

1,011 

994 

Sheriffs 

6/30/2005 
340 

6/30/2004 
323 

Retirees  &  Beneficiaries 

Vested  Terminated 

42 

41 

Non-vested  Terminated 

81 

73 

Active  Members 

680 

662 

Total 

1,143 

1,099 

Hishwav  Patrol 

6/30/2005, 
276 

,6/30/2004 
274 

Retirees  &  Beneficiaries 

Vested  Terminated 

10 

8 

Non-vested  Terminated 

9 

11 

Active  Members 

201 

194 

Total 

496 

487 

Came  Wardens 

6/30/2005 
94 

6/30/2004 
85 

Retirees  &  Beneficiaries 

Vested  Terminated 

22 

18 

Non-vested  Terminated 

81 

95 

Active  Members 

711 

685 

Total 

908 

883 

6/30/2005 
49 

6/30/2004 

50 

Retirees  &  Beneficiaries 

Vested  Terminated 

4 

4 

Non-vested  Terminated 

- 

- 

Active  Members 

50 

50 

Total 

103 

104 

Police 

6/30/2005 

575 

6/30/2004 

571 

Retirees  &  Beneficiaries 

Vested  Terminated 

26 

20 

Non-vested  Terminated 

35 

38 

Active  Members 

605 

603 

Total 

1,241 

1,232 

Volunteer  Firefiehters 

6/30/2005 

966 
687 

2.754 

4,407 

6/30/2004 

944 

671 

2.687 

4J02 

Retirees  &  Beneficiaries 
Vested  Terminated 
Active  Members 

Total 

Teachers 

6/30/2005 
10,664 

6/30/2004 

10,375 

Retirees  &  Beneficiaries 

Vested  Terminated 

1.649 

1.620 

Non-vested  Terminated 

Active  Members 

17.542 

17,614 

Total 

29,855 

29,609 

Total 

6/30/2005 
28,688 

6/30/2004 
27.954 

Retirees  &  Beneficiaries 

Vested  Terminated 

4,871 

4.754 

Non-vested  Terminated 

8,409 

9.397 

Active  Members 

51,200 

51.134 

Nine  System  Total 

93,168 

93.239 
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Assets  and  Liabilities 
(In  Thousands  $) 


PERS 

6/30/2005 

3.719.998 
3.179.010 

540.988 
85.46% 

6/30/2004 

3.514.085 
3.047.287 

466.798 

86.72% 

Sheriffs 

6/30/2005 

159.347 
148.458 

10.889 

93.17% 

6/30/2004 

148.608 
141.022 

7.586 
94.90% 

Actuarial  Liability 
Acluarial  Assets 

I'nfunded  Actuarial  Liability 
Funded  Ratio 

Actuarial  Liability 
Actuarial  Assets 

Unfunded  Actuarial  Liability 
Funded  Ratio 

Firefiehters 

6/30/2005 

238,157 
151,393 

86,764 

63.57% 

6/30/2004 

227.599 
142.109 

85.490 

62.44% 

Highway  Patrol 

6/30/2005 

112,938 
82.050 

30,888 

72.65% 

6/30/2004 

104.069 
79.104 

24.965 
76.01% 

Actuarial  Liability 
Acluarial  Assets 

I  nfunded  Actuarial  Liability 
Funded  Ratio 

Actuarial  Liability 
Actuarial  Assets 

l!nfunded  Actuarial  Liability 
Funded  Ratio 

Game  Wardens 

6/30/2005 

56.414 
50.961 

5.453 
90.33% 

6/30/2004 

50.310 
45.210 

5,100 
89.86% 

N'olunteer  Firefiehters 

6/30/2005 

30.773 
21.311 

9.462 
69.25% 

6/30/2004 

28.680 
20.058 

8,622 

Actuarial  Liability 
Actuarial  Assets 

Unfunded  Actuarial  Liability 
Funded  Ratio 

Actuarial  Liability 
Actuarial  Assets 

Unfunded  Actuarial  Liability 
Funded  Ratio 

69.94% 

Judges 

6/30/2005 

34.525 
47.552 

(13,027) 
137.73% 

6/30/2004 

34.724 
45.134 

(10.410) 

Teachers 

6/30/2005 

3,527.000 

2.497.500 

1,029.500 

12(1.200 

903J00 

6/30/2004 

3.359.200 

2.485.700 

873,500 

115,700 
757.800 

Actuarial  Liability 
Actuarial  Assets 

Unfunded  Actuarial  Liability 
Funded  Ratio 

Actuarial  Liability 
Actuarial  Assets 
Unfunded  .Actuarial  Liability 
Less  rnl\ersit\  Contributions 
TRS  Actuarial  Liability 

129.98% 

Police 

(1/3(1/2(1(15 

276.379 
159.417 

II6,%2 

57.68% 

6/30/2004 

260.094 
149.510 

110,584 

57.48% 

Actuarial  Liability 
Actuarial  Assets 

I'nfunded  Actuarial  Liability 
Funded  Ratio 
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Cash  Flow 

(In  Thousands  S) 


PERS 

2005 

2004 

Sheriffs 

2005 

2004 

Employees 
Employers 

66,986 
60,454 

62.664 
58.231 

Employees 
Employers 

2.988 
2.813 

2,685 
2,684 

State 

421 

403 

Contributions 

127,861 

121,298 

Contributions 

5,801 

5,369 

Benefits/ Administration 

(160,109) 

(148,303) 

Benefits/Administration 

(6,218) 

(5,276) 

Cash  Flow 

(32,248) 

(27,005) 

Cash  Flow 

(417) 

93 

Firefighters 

2005 

2,330 

2004 

2,213 

Hishwav  Patrol 

2005 
862 

2004 
743 

Employees 

Employees 

Employers 
State 

2.959 
6.719 

2,796 
6.533 

Employers 
Fees 

3,324 
669 

2,859 
348 

Contributions 

12,008 

11,542 

Contributions 

4,855 

3,950 

Benefits/Administration 

(10,540) 

(9,806) 

Benefits/Administration 

(6,049) 

(5,820) 

Cash  Flow 

1,468 

1,736 

Cash  Flow 

(1,194) 

(1,870) 

Game  Wardens 

2005 

2004 

Volunteer  Firefishters 

2005 

2004 

Employees 

3,023 

2,714 

State 

1.527 

1.434 

Employers 

2,054 

2,021 

Contributions 

5,077 

4,735 

Contributions 

1,527 

1,434 

Benefits/Administration 

(2,194) 

(2,006) 

Benefits/ Administration 

(1,575) 

(1,531) 

Cash  Flow 

2,883 

2,729 

Cash  Flow 

(48) 

(97) 

Judges 

2005 

2004 

Teachers 

2005 

2004 

Employees 
Employers 

412 
1,162 

443 
1,136 

Employees 
Employers 
State 

52.900 

57,150 

656 

51.383 

55.774 
770 

Contributions 

1,574 

1,579 

Total  Contributions 

110,706 

107,927 

Beneflts/Administration 

(1,633) 

(1,684) 

Benefits/Administration 

(167,149) 

(158.510) 

Cash  Flow 

(59) 

(105) 

Cash  Flow 

(56,442) 

(50,583) 

Police 

2005 

2004 

Total 

2005 

2004 

Employees 

2,425 

2,313 

Members 

131.926 

125.158 

Employers 
State 

3,791 

7,705 

3.612 
7,208 

Employers 
State/Other 

133.707 
17.697 

129.113 
16.696 

Contributions 

13,921 

13,133 

Contributions 

283,330 

270,967 

Benefits/Administration 

(12,226) 

(11,344) 

Benefits/Administration 

(367,693) 

(344,280) 

Cash  Flow 

1,695 

1,789 

Cash  Flow 

(84,362) 

(73,313) 
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PUBLIC  EMPLOYEES'  RETIREMENT  SYSTEM  (PERS) 


PERS  Annual  Book  Value  Change 

At  June  30 

%of 
Total 

38.4 

2004  S 
Book  \  alue 

781.895,210 

%of 
Total 

34.4 

s 

Change 
116,600,000 

Voof 
Change 

InsestmenI  Tvpe 

2005  S 
Book  \  alue 

898.495.210 

Fixed  Inrome(RFBP) 

14.9 

Domestic  Slock  Pool 
International  Stock  Pool 
Montana  Private  Equit)  Pool 
Equity  Real  Estate 

795,839,836 

406,553,000 

122,267,864 

8.413,771 

34.0 

17.4 

5.2 

M 

800,450,411 

393,914,000 

122,267,864 

8,295,827 

35.2 

173 

5.4 

M 

(4,610,575) 

12,639,000 

0 

117,944 

(0.6) 
3.2 
0.0 
L4 

Total  Equity 

1J33.074,470 

57.0 

1324,928,102 

58.2 

?,1 46369 

06 

Cash  Equivalents  (STIP) 
Montana  Mortgaees 

50,187304 
58,112,029 

2.1 

2J 

102342,795 
66.754,461 

4.5 

(52,155,490) 
(8,642,432) 

(51.0) 
(12.9) 

Total 

2339.869.0 14 

100.0 

i.i7^.nii.^ii 

100.0 

63.948.447 

u 

PERS  Annual  Fair  Value  Change 

.M June  30 

%of 
Total 

28.8 

2004  S 
Fair  Value 

805.839.505 

%of 
Total 

26.7 

S 

Change 

124,529.685 

%of 
Change 

Investment  Tvoe 

2005  S 
Fair  N'alue 

930369,190 

Fixed  Income  (RFBP) 

15.5 

Domestic  Stock  Pool 
International  Stock  Pool 
Montana  Private  Equity  Pool 
Equity  Real  Estate 

1,529,417.961 

50.5.111.709 

150,594,643 

8,525.400 

47.3 
15.6 

4.7 
03 

1,469,962,551 

434,916,502 

128,797,026 

8,409,210 

48.7 

14.4 

43 

03 

59,455.410 

70.195.206 

21,797,617 

116.190 

4.0 
16.1 
16.9 

L4 

Total  Equity 

2.193.649.712 

67.9 

2.042.085J89 

67.7 

15U564.423 

L4 

Cash  Equivalents  (STIP) 
Montana  Mortgages 

50,658,046 
58,112,029 

1.6 
L8 

102342.795 
66,755,267 

3.4 

L2 

(51,684,748) 
(8,643.238) 

(50.5) 
(12.9) 

Total 

100.0 

li 

PERS  Book/Fair  Values 

.\t  June 

30, 

2005 

Fair  S 

Fair  S 

%of 

%or 

Books 

Investment  Tvoe 

\alue 
898,495,210 

Value 
930369,190 

+/-  Book 
31,873,980 

Book 

38.4 

Fair 

28.8 

Fixed  Income  (RFBP) 

Domestic  Stock  Pool 

795,839,836 

1,529,417,961 

733,578,125 

34.0 

473 

International  Stock  Pool 

406.553,000 

505.111,709 

98.558,709 

17.4 

15.6 

Montana  Private  Equity  Pool 

122,267,864 

150,594,643 

28326,780 

5.2 

4.7 

Equity  Real  Estate 

8.413.771 

8,525,400 

111,629 

M 

03 

Total  Equity 

1333,074,470 

2,193,649,712 

860.575.242 

5M 

67.? 

Montana  Mortgaees 

50,187304 

50,658.046 

470,742 

2.1 

1.6 

C  ash  Equivalents  (STIP) 

59.112.029 

58J  12,029 

0 

2.5 

1.8 

lotal 

i,iiUiU\^ 

^■;.?;.:g{i.?7ii 

892.919.964 

iitM 

100.0 
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PERS  Net  Income  Bv  Source 

2005    $ 

%Of 

2004    $ 

%Of 

$ 

% 

Income  Type 

Income 
60,109,224 

Total 
61.4 

Income 
57,048,864 

Total 

35.4 

Chanee 
3,060,360 

Chanee 

Retirement  Funds  Bond  Pool 

5.4 

Domestic  Stocl<  Pool 

19,789,762 

20.2 

17,213.144 

10.7 

2,576,617 

15.0 

International  Stock  Pool 

5,668,792 

5.8 

4,741,267 

2.9 

927,525 

19.6 

Gain  on  Sale  of  Pool  Units 

4,389,425 

4.5 

34,485,681 

21.4 

(30,096,255) 

(87.3) 

Montana  Mortgages 

3,684,453 

3.8 

5,327,515 

3.3 

(1,643,062) 

(30.8) 

Montana  Private  Equity  Pool 

1,997,076 

2.0 

40,833,740 

25.4 

(38.836,664) 

NA 

Short  Term  Investment  Pool 

1,612,559 

1.6 

797,817 

0.5 

814,742 

102.1 

Equity  Real  Estate 

664,008 

0.7 

487,235 

0.3 

176,773 

36.3 

All  Other  Funds 

729 

M 

0 

M 

729 

N/A 

Total  Gross  Income 
Board  Management  Fees 

97.916,029 
(1,029,823) 

lOQ.O 

160,935,264 
(1,006,576) 

lOO.O 

(63,019^36) 
(23^47) 

(39.2) 

2.3 

Custodial  Bank  Fees 

(288,147) 

(260,801) 

(27346) 

10.5 

External  Manager  Fees 

(3.460,105) 

(2,493,624) 

(966,481) 

38.8 

Total  Net  Income 

93.137.953 

isLmMi 

i6-t.o.?6-?iQi 

(40.71 

PERS  2005  Total  Rates  of  Returns  Bv 

Asset 

Market 

Index 

Return 

Asset 

% 

Class 

Cash  Equivalents  (STIP) 

Return 
2.30 

Index 

91-Day  T  Bill*  1.05 

"/o  Return 
2.42 

+/-  Index 

(0.12) 

Domestic  Stock  Pool 

5.95 

S&P  1500  Index 

7.23 

(1.28) 

Internal  International  Pool 

13.95 

MSCI  EAFE 

13.65 

0.30 

Private  Equitv  Pool 

16.84 

S&P  1500  Index +  4% 

11.23 

5.61 

Fixed  Income  (RFBP) 

8.02 

CitiCroup  Broad  Investment 

7.00 

1.02 

Montana  Mortgages 

7.60 

NA 

NA 

NA 

Equity  Real  Estate 

7.75 

NA 

NA 

NA 

All  Assets 

SJi 

Composite  (1) 

7.89 

!LM 

(1)  An  Index  Composite  Paralleling  the 

Fund's 

Asset  Allocation 

at  Fair  N'alue 

PERS  Historical  Rates  of  Ret 

urns 

Versus  Bench 

mark 

Benchmark 

Ret 

urn  +/- 

% 

Year 

2005 

Return 
8.13 

Benchmark  (1) 
PERS  Composite 

% 

Return 

7.89 

Bench  ma  rkl 

0.24 

3  Year  Annualized  Average 

9.35 

PERS  Composite 

8.69 

0.66 

5  Year  Annualized  Average 

2.87 

PERS  Composite 

3.01 

(0.14) 

10  Year  Annualized  Average 

8.16 

PERS  Composite 

8.23 

(0.07) 

(1)  An  Index  Composite  Parallell 

ng 

the  Fund' 

s  Asset  Allocation  At  Fair  \alue 

PERS  invested  balances  and  income  history  are  siiown  on  Page  A-i  7  in  Appendix  A 
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TEACHERS'  RETIREMENT  SYSTEM  FUND  (TRS) 


TRS  Annual  Book  \aluc  Chanee 

At  June  30 

%of 
Total 

38.5 

2004  S 
Book  Value 

597,952.977 

%of 
Total 

34.3 

S 

Change 

80.700.000 

%of 
Change 

Investment  Type 

2005  S 
Book  V  alue 

678,652,977 

Fixed  Income  (RFBP) 

13.5 

Domestic  Stock  Pool 
International  Stock  Pool 
Montana  Private  Equity  Pool 
Equity  Real  Estate 

600.682,625 

311,631.000 

94,424.972 

7.902.459 

34.1 

17.7 
5.4 
0^ 

608,749.512 

303,644.000 

94,424,972 

7,797,114 

34.9 

17.4 

5.4 

M 

(8.066.887) 

7.987,000 

0 

105^44 

(1.3) 
2.6 
0.0 
1.4 

Total  Equity 

1.014.641.056 

57.5 

1.014.615.599 

58.2 

25,457 

OlO 

Montana  Mortgages 
Cash  Equivalents  (STIP) 

42,752.148 
27,619,404 

2.4 
L6 

56.864.911 
73.133.009 

3.3 
42 

(14.112.763) 
(45i;  13.605) 

(24.8) 
(62.2) 

Total 

I.763.66.S.585 

iJM 

UmM,m      iSM 

l^ 

TRS  Annual  Fair  Value 

Chanee 

At  June  30 

%of 

2004  S 

%of 

s 

%of 

2005  S 

Investment  Tvpe 

Fair  \'alue 
704,451.127 

Total 
28.6 

Fair  N'alue 
617.565.665 

Total 
26.5 

Change 
86.885.462 

Change 

Fixed  Income  (RFBP) 

14.1 

Domestic  Stock  Pool 

1.172.930.246 

47.7 

1.135.892.072 

48.8 

37.038.174 

3.3 

International  Slock  Pool 

388.431,359 

15.8 

336,137.139 

14.4 

52^94.219 

15.6 

Montana  Private  Equity  Pool 

116.621.027 

4.7 

99.740.950 

4.3 

16.880.077 

16.9 

Equity  Real  Estate 

7.949.031 

M 

7,832,840 

OJ 

116.190 

L5 

Total  Equity 

1,685,931,663 

68.5 

1,579,603,002 

67.9 

106^28,661 

6J 

Montana  Mortgages 

43.153.151 

1.8 

56.865.598 

2.4 

(13.712.447) 

(24.1) 

Cash  Equivalents  (STIP) 

27.619.404 

LJ 

73.133.009 

il 

(45.513.605) 

(62.2) 

Iota! 

^■-H'l.l.'^^.?-!^ 

'"o." 

^■■?27.I67.274 

lOO.U 

133.'>SS.0-| 

^ 

TRS  Book/Fair  \alues 

At  June 

30, 

2005 

Fair  S 

Fair  S 

%of 

%or 

Books 

ln\e>lment  Tvp« 

\  alue 
678.652,977 

\alue 
704.451.127 

+/-  Book 
25,798.150 

Book 

38.5 

Fair 
28.6 

Fixed  Income  (RFBP) 

Domestic  Stock  Pool 

600.682.625 

1,172.930.246 

572J47,62I 

34.1 

47.7 

International  Slock  Pool 

311.631.000 

388.43  U59 

76,800J59 

17.7 

15.8 

Montana  Private  Equity 

Pool 

94,424,972 

116.621.027 

22,196.055 

5.4 

4.7 

Equity  Real  Estate 

L9fi2.459 

7.949.031 

46^72 

M 

OJ 

Total  Equity 

1.014,641.056 

1.685.931.663 

67U90.607 

5L5 

68.5 

Montana  Mortgages 

42.752.148 

43.153.151 

401.002 

2.4 

1.8 

Cash  Equivalents  (STIP) 

27.619.404 

27.6J9.4Q4 

Q 

Li 

1.1 

Total 

1.763.665.585 

L46hl55J45 

697.489.759 

100.0 

my 

-35 


TRS  Net  Income  By  Source 

2005    $ 

%Of 

2004    $ 

%Of 

$ 

% 

Income  TvDe 

Income 
45,690,274 

Total 

57.4 

Income 
43,932,669 

Total 

33.2 

Change 

1,757,605 

Change 

Retirement  Funds  Bond  Pool 

4.0 

Domestic  Stock  Pool 

15,247,032 

19.2 

13,394,947 

lO.I 

1,852,085 

13.8 

Gain  on  Sale  of  Pool  Units 

7,933,114 

10.0 

34,026,864 

25.7 

(26,093,750) 

(76.7) 

International  Stock  Pool 

4,363,847 

5.5 

3,725,609 

2.8 

638,238 

17.1 

Montana  Mortgages 

3,138,608 

3.9 

4,543,342 

3.4 

(1,404,734) 

(30.9) 

Montana  Private  Equity  Pool 

1,546,544 

1.9 

31,657,320 

23.9 

(30,110,776) 

(95.1) 

Short  Term  Investment  Pool 

1,003,700 

1.3 

536,131 

0.4 

467,570 

87.2 

Equity  Real  Estate 

622,740 

0.8 

451,301 

0.3 

171,439 

38.0 

All  Other  Funds 

621 

M 

0 

M 

621 

N/A 

Total  Gross  Income 
Board  Management  Fees 

79.546.482 
(804,871) 

100.0 

132.268.183 
(799,821) 

100,0 

(52,721,702) 
(5,050) 

(39.9) 

0.6 

Custodial  Bank  Fees 

(221.029) 

(203,113) 

(17,916) 

8.8 

External  Manager  Fees 

(2.675.189) 

(1.945,859) 

(729,330) 

37.5 

Total  Net  Income 

75.845.392 

129.319.390 

t5i£LL228J 

tlLil 

TRS  2005  Total  Rates  of  Return 

bv  Asset 

Market 

Index 

Return 

Asset 

% 

Class 

Return 
2.30 

Index 
91-DavTBiII*  1.05 

%  Return 
2.42 

+/-  Index 

Cash  Equivalents  (STIR) 

(0.12) 

Domestic  Stock  Pool 

5.95 

S&P  1500  Index 

7.23 

(1.28) 

Internal  International  Pool 

13.95 

MSCI  EAFE 

13.65 

0.30 

Private  Equitv  Pool 

16.84 

S&P  1500  Index +  4% 

11.23 

5.61 

Fixed  Income  (RFBP) 

8.02 

CitiCroup  Broad  Investment 

7.00 

1.02 

Montana  Mortgages 

7.60 

NA 

NA 

NA 

Equity  Real  Estate 

7.99 

NA 

NA 

NA 

All  Assets 

8.19 

Composite  (I) 

7.9S 

0.24 

(1)  An  Index  Composite  Paralleling  the  Font 

's  Asset  Allocation 

at  Fair  Value 

TRS  Historical  Rates  of  Returns  Versus  Benchmark 


Year 


% 
Return 


Benchmark  (1) 


2005  8.19         TRS  Composite 

3  Year  Annualized  Average  9.35         TRS  Composite 

5  Year  Annualized  Average  2.87         TRS  Composite 

10  Year  Annualized  Average  8.19         TRS  Composite 

(1)  An  Index  Composite  Parallelling  the  Fund's  Asset  Allocation  At  Fair  Value 


Benchmark 

Return 

%  Return 

Benchmark 

7.95 

0.24 

8.56 

0.79 

2.94 

(0.07) 

8.23 

(0.04) 

TRS  invested  balances  and  income  history  are  shown  on  Page  A- 1 8  in  Appendix  A. 
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OTHER  RETIREMENT  SYSTEMS 


Assets  of  Individua 

Pensions  at  June  30 

2004    $ 

2005    $ 

2004    S 

Fair% 

Book  % 

2005    S 

Systems 

Fair  \  alue 
153.724,535 

Fair  Nalue 
140,725,594 

Book  \'a!ue 
118.153.666 

Book  N'alue 
112,592,929 

Change 
9.2 

Change 

Police 

4.9 

Sheriffs 

151.006.508 

139,910,633 

115,023,467 

111,178,424 

7.9 

3.5 

Firefiehters 

146.685.522 

134,140,179 

113,713,015 

108,238,534 

9.4 

5.1 

Hiehwav  Patrol 

83.578,823 

78,310,865 

61,546,174 

60,068,673 

6.7 

2.5 

Game  \\'ardens 

51,750.698 

45,057,186 

40,208,227 

35,824,914 

14.9 

12.2 

Judges 

48,424,100 

44,795,416 

35,753,937 

34,442.726 

8.1 

3.8 

Vol.  Firefighters 

20.063,456 

18.612.738 

16,448,235 

15,836,424 

L8 

19 

Total 

655.233.641 

601.552.610 

ms^(i■72l 

f  78.1 82.625 

a^ 

u 

Other  Pensions  Annual  Change  At  June  30 


InvestmenI  Type 

Fixed  Income  (RFBP) 

Domestic  Stock  Pool 
International  Stock  Pool 
Montana  Private  Equity  Pool 

Total  Equity 

Cash  Equivalents  (STIP) 

Total 


2005  S 
Book  Value 


%of 
Total 


2004  $ 
Book  \  alue 


%of 
Total 


194,095,162        38.8 


172395,162         36.1 


183,996,419 
83308,042 
24,052,500 

291,356,961 

15394.599 


36.7 
16.6 

58.2 
3.1 


184,112,859 
78,934,042 
24.052,500 

287,099,401 

18,688,062 


38.5 
16.5 
M 

60.0 

3.9 


S 

Change 

21.700,000 

(116,440) 

4374,000 

0 

4.257,560 

(3,293,463) 


%of 
Change 


SiKLSA^JU      inn.n 


12.6 

(0.1) 
5.5 


Other  Pensions  Book/Fair  Va 

ues  At  June  30,  2005 

Fair  S 

Fair  S 

%of 

%of 

Books 

Investment  Type 

Value 
194,095,162 

\  alue 
199,799,905 

+/-  Book 
5.704,743 

Book 
38.8 

Fair 

30.5 

Fixed  income  (RFBP) 

Domestic  Stock  Pool        • 

183,996,419 

306,912,462 

122.916.043 

36.7 

46.8 

International  Slock  Pool 

83308,042 

102.913,686 

19,605,644 

16.6 

15.7 

Montana  Private  Equity  Pool 

24.052,.500 

30a  12,990 

6,160,490 

M 

M 

Total  Equity 

291356,961 

440.039.138 

148,682,177 

58.2 

6-.2 

Cash  Equivalents  (STIP) 

15394,599 

15394.599 

0 

hi 

23 

Total 

^'i<i.mr2\ 

o^^^.^^^>^l 

154386.920 

m.v 

lUU.U 
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Other  Retirement  Svsfems  2005  Total  Rates  of  Return 

Fund 

Fund                                                           %  Return 
Sheriffs                                                           8.11 

Index  (1) 
Composite 

%  Return 
7.86 

+/-Index 

0.25 

Police                                                                  7.99 

Composite 

7.74 

0.25 

Firefiehters                                                         7.99 

Composite 

7.74 

0.25 

Hiehwav  Patrol                                                  8.19 

Composite 

7.93 

0.26 

Judges                                                                 8.11 

Composite 

7.85 

0.26 

Game  Warden                                                    7.87 

Composite 

7.64 

0.23 

Vol.  Firefighters                                                 7.88 

Composite 

7.62 

0.26 

(1)  An  Index  Composite  Paralleling  the  Fund's  Asset  Allocation  at  Fair  Value 

The  seven  other  retirement  funds  are  administered  by  the  Public  Employees'  Retirement  Board,  the 
same  Board  that  administers  the  Public  Employees'  Retirement  System.  These  smaller  systems 
participate  with  the  Public  Employees'  Retirement  Fund  and  the  Teachers'  Retirement  Fund  in  all 
investment  pools  managed  by  the  Board,  but  do  not  participate  in  the  Montana  Residential  Mortgage 
Program  or  real  estate  investments. 
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Trust  Funds  By  Source 

SI. 85  Billion  Fair  Value  At  June  30,  2005 


(In  Millions) 


Perm  Trust  S727.2 


Hwy  93  Bonds  SI29.6 


UCFRB  $177.1 


S25.S  Trusts  In  STIP 

28.1  Montana  Pole 

17.4  Parks 

11.2  FWP  Mitigation 

58.5  Tobacco  Trust 
6.9  Wildlife  Habitat 
4.8  Weed  Control 

5.4  Abandoned  Mines 

8.6  Zanman/l.andusk> 

4.7  FWP  Real  Property 
6.6  Other 

$177.7 


Streamsifle  S94.7 
RIT  SI  06.4 


Schools  $433.0 


Trust  Funds  By  Investment 

S1.85  Billion  Fair  Value  At  June  30,  2005 

(In  Millions) 


Fixed  Income 
$1,448.2 


Equity/State  St  Repo 
S7.3 

Montana  Loans 
$212.4 


Cash  Equivalents 
$177.9 


TRUST  FUNDS 

The  Board  invests  several 
trust  funds,  some  of  which 
are  created  and  protected 
by  the  state  constitution. 

Other  trusts  have  been 
created  statutorily  by  the 
legislature  or  involve 
federal  funds. 

Several  trust  funds  were 
established  as  a  part  of 
settlements  between  the 
state  and  private 

corporations  to  ensure 
environmental  clean  up  of 
polluted  sites. 

The  upper  graph  shows  the 
various  trust  funds  by  type. 
The  lower  graph  shows  the 
trust  fund  investments  by 
major  asset  class. 

The  table  on  the  next  page 
shows  the  change  in  the 
book  value  from  2004  to 
2005  by  individual  trust 
fund. 
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Total  Trust  FuDds  Annual  Chan2e 

At  June  30 

%of 

2004  S 

%of 

s 

% 

2005  S 

Trust 

Book  Value 
708,371,742 

Total 
39.7 

Book  Value 
691.224,790 

Total 
42.0 

Chanee 
17,146,952 

Chanee 

Permanent  Coal  Tax  Trust  (1) 

2.5 

Schools  (Trust  and  Legacy) 

410,653,937 

23.0 

410,653,937 

24.9 

0 

0.0 

ICFRB  Restoration 

154,963,038 

8.7 

149,266,177 

9.1 

5,696,861 

3.8 

Highway  93  Bond 

129,656,706 

73 

0 

0.0 

129,656.706 

N/A 

Resource  Indemnity  Trust 

100,254,844 

5.6 

100,000,776 

6.1 

254,068 

03 

Streamside  Tailings 

92,218,907 

5.2 

93,785,967 

5.7 

(1,567,059) 

(1.7) 

Tobacco  Trust 

57.901,622 

3.2 

46,756,451 

2.8 

11,145,171 

23.8 

Montana  Pole 

27,704394 

1.6 

27,494,950 

1.7 

209,444 

0.8 

Trusts  in  STIP 

25,475,484 

1.4 

47,431,218 

2.9 

(21,955,734) 

(463) 

Parks  Trust 

16,771,162 

0.9 

16,188,964 

1.0 

582,199 

3.6 

UCFRB  Reserve 

15,151,680 

0.8 

14,157,512 

0.9 

994,168 

7.0 

FWP  Mitigation 

11,162,155 

0.6 

10,8414^80 

0.7 

320,575 

3.0 

Zortman/Landusky 

6,885.646 

0.4 

6,421,649 

0.4 

463,997 

7.2 

Wildlife  Habitat 

6,883,700 

0.4 

6,448,872 

0.4 

434,828 

6.7 

Abandoned  Mines 

5,416370 

03 

5,199,950 

03 

216,420 

4.2 

Cultural  Trust 

4,930,175 

03 

4,689,175 

03 

241,000 

5.1 

Weed  Control 

4,797374 

03 

4,866,922 

03 

(69,548) 

(1.4) 

FWP  Real  Property 

4,676,829 

03 

4,525,667 

03 

151,162 

33 

Trusts  in  TFBP 

414,634 

0.0 

414,634 

0.0 

0 

0.0 

Trusts  in  MTCP 

244,213 

0.0 

244,213 

0.0 

0 

0.0 

Guaranteed  Student  Loan 
Total 

Q 
1,784,534.613 

M 
100.0 

5300,935 
1,645.914338 

03 

loo.n 

(5300,935) 

138,620.275 

(100.0) 

M 

Fixed-Income 

1387,909,792 

77.8 

1308,908,546 

79.5 

79,001.246 

6.0 

Montana  Loans 

212353,581 

11.9 

221,861.642 

13.5 

(9,508,061) 

(43) 

Cash  Equivalents  (STIP) 

177,868,468 

10.0 

114,899,937 

7.0 

62,968,531 

54.8 

State  Street  Repurchase  Agr. 

6,158,559 

03 

0 

0.0 

6,158,559 

N/A 

Equity 

244,213 

M 

244.213 

M 

g 

M 

Total 

I,784..534.6I3 

100.0 

1.64.5,914338 

100.0 

138.620.275 

M 

(1)  Includes  Treasure  Stale  Endowment,  Treasure  State  Water,  CST  Bond,  and  Permanent  Income  Accounts 

A  complete  listing  of  individual  trust  fund  investment  portfolios  is  shown  beginning  on  Page  A  -  1  in 
Appendix  A.  The  investment  income  earned  by  each  trust  is  shown  beginning  on  Page  A-1  in  Appendix 

A. 
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COAL  TAX  TRUST  FUND 

Article  IX,  Section  5  of  the  state  Constitution  requires  tinat  50  percent  of  all  coal  severance  tax  revenues 
be  deposited  in  a  permanent  trust  fund  (Trust),  in  wliich  the  principal  "shall  forever  remain  inviolate 
unless  appropriated  by  a  three-fourths  vote  of  each  house"  of  the  legislature.  The  Board  is  encouraged  to 
invest  up  to  25  percent  of  the  Trust  in  Montana  businesses. 

The  legislature  has  partitioned  the  Trust  into  several  sub-funds.  The  Permanent  Fund  was  initially 
established  when  the  Trust  was  created,  while  the  Severance  Tax  Bond  Fund,  created  later,  provides 
debt  service  guarantees  and  is  invested  solely  in  STIP.  The  Treasure  State  Endowment  Fund  was 
created  July  1.  1993,  with  a  $10.0  million  transfer  from  the  Permanent  Fund.  From  July  1.  1993  through 
June  30.  1999  one-half  of  the  coal  severance  tax  earmarked  for  the  Trust  was  deposited  in  the  Permanent 
Fund  and  the  remaining  50  percent  was  deposited  in  the  Treasure  State  Endowment  Fund. 

Effective  July  1,  1999,  a  new  "Treasure  State  Endowment  Regional  Water  Fund"  sub-fund  was  created 
and  25  percent  of  Trust  revenues  dedicated  to  that  account. 

Income  from  the  Permanent  Fund  and  the  two  Bond  Funds  is  deposited  in  the  Permanent  Fund  Income 
Fund  where  it  is  swept  periodically  to  the  state  General  Fund.  All  sub-funds,  except  the  income  fund, 
are  protected  by  the  constitution  and  may  be  appropriated  only  by  a  three-fourths  \ote  of  each  house  of 
the  legislature.  Income  from  the  Treasure  State  Endowment  is  appropriated  by  the  Legislature  for  local 
government  infrastructure  projects.  Treasure  State  Endowment  Regional  Water  Fund  income  is 
appropriated  by  the  Legislature  for  local  government  water  projects. 

The  book  values  of  the  Coal  Tax  Trust  sub-funds  are  shown  below: 


Coal  Tax  Trust  Subfunds  at  June 

30 

200.';  s 

%of 

2004  S 

%of 

s 

% 

Subfund 

Book  \  alue 
549.720,744 

Total 

77.6 

Book  \  alue 
545,070.171 

Total 
78.9 

C  hanee 
4,650,573 

(hanee 

Permanent  Fund 

0.9 

Treasure  State  Endowment 

127.055.930 

17.9 

118.206.758 

17.1 

8,849,172 

7.5 

Treasure  Slate  Regional  Water 

22,700,717 

3.2 

18JS88.550 

2.6 

4,412.167 

24.1 

Severance  Tax  Bond  Fund 

6.151,521 

0.9 

6.748J96 

1.0 

(596.874) 

(8.8) 

Permanent  Fund  Income 

2,742.830 

0.4 

2.910,915 

0.4 

(168.085) 

t5.8j 

Total  Coal  Tax  Trust 

_,j[jy2Uii_ 

-nm  - 

6')  1.224.^90 

_mji 

r.  146.952 

i^ 

The  tables  on  the  next  page  show: 

•  The  changes  in  book  value  of  portfolio  securities. 

•  The  difference  between  book  and  fair  value  of  the  securities  portfolio,  and 

•  The  securities"  portfolio  total  rate  of  return. 
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Permanent  Coal  Tax  Trust  Change 

At  June  30(1) 

%of 

2004  S 

%of 

$ 

% 

2005  $ 

Investment  Tvpe 

Book  Value 
446.777,546 

Total 
63.1 

Book  Value 
428,271,992 

Total 
62.0 

Chanse 
18.505,554 

Change 

Fixed  Income  (TFBP) 

43 

Science  and  Technology 

14,003.410 

2.0 

13,959,035 

2.0 

44375 

03 

Department  of  Natural  Resources 

41,896.024 

5.9 

44,546,088 

6.4 

(2,650,063) 

(5.9) 

Department  of  Justice 

2,112,000 

03 

2,037,000 

0.3 

75,000 

3.7 

Department  of  Revenue 

0 

0.0 

5,698,442 

0.8 

(5,698,442) 

(100.0) 

Montana  Facility  Finance 

47,482 

0.0 

943,904 

0.1 

(896,422) 

(95.0) 

Local  Gov.  Infrastructure 

5,659,452 

0.8 

8^98,805 

1.2 

(2,639353) 

(31.8) 

Value-added  Loans 

11,104,002 

1.6 

9,202,821 

13 

1,901,181 

20.7 

Commercial  Loans 

137,53  U09 

19.4 

137,175.547 

19.8 

355,663 

03 

Total  In-State  Investments 

212353,581 

30.0 

221.861.642 

32.1 

(9,508,061) 

(43) 

STIP  Tr.  St  Endow  Trust 

1,861,743 

03 

1,557.864 

0.2 

303,878 

19.5 

STIP  Permanent  Trust  Income 

2,742,830 

0.4 

2,910,915 

0.4 

(168,085) 

(5.8) 

STIP  Permanent  Fund 

37,931,753 

5.4 

29,833,926 

4.3 

8,097,827 

27.1 

STIP  Sev.  Tax  Bond  Fund 

6,151,521 

0.9 

6,748396 

1.0 

(596,874) 

(8.8) 

STIP  Tr.  St  Regional  Water 

552,769 

M 

40,055 

M 

512,714 

N7A 

Cash  Equivalents  (STIP) 

49,240,615 

m 

41.091.156 

L2 

8,149,460 

19.8 

Total 

708371,742 

100.0 

691.224,790 

100.0 

17,146,953 

L5 

(1)  Includes  Treasure  State  Endowment,  Treasure  State  Water,  CST  Bond  and  Permanent  Income  Account 

Permanent  Coal  Tax  Trust  Book/Fair  Values  At  June  30,  2005 

Fair  $ 
+/-  Book 

18,823,721 
0 
0 

18,823.721 

%of 
Book 

63.1 

30.0 

M 

100.0 

%of 
Fair 

64.0 
29.2 

ma 

Investment  Tvoe 

Book  S                     Fair  $ 
Value                       Value 

446,777,546             465.601,267 

212353,581              212353,581 

49,240,615               49J40.615 

70«n?71.742            727,195.463 

Fixed  Income  (TFBP) 
In-State  Investments 
Cash  Equivalents  (STIP) 

Total 

Permanent  Coal  Tax  Trust  2005  Total  Rates  of  Return 


Asset 
Tvpe 

Cash  Equivalents  (STIP) 
Fixed  Income  (TFBP) 
Montana  Loans  (1 ) 


% 
Return 


Benchmarks 


2.30         91-Day  T  Bill  X  105% 

8.18         CitiGroup  Broad  Investment 

6.52  In-State  Loans 


Benchmark 
%  Return 

2.14 
7.00 

NA 


Return  +/- 
Benchmark 


0.16 
1.18 

NA 


All  Assets  7.34 

(1)  In-Stale  ln\eslmenl  Loans,  Science  &  Tech   Loans,  and  other  legislatl\el>  authorized  loatts 


The  Coal  Tax  Trust  earned  $46.2  million  in  investment  income  in  2005,  compared  to  $44.2  million  in 
2004. 

The  Coal  Tax  Trust  is  also  used  to  fund  the  In-State  Investment  Program  (See  Page  55).  The  Coal  Tax 
Trust  invested  balances  and  investment  income  historv'  are  shown  on  Page  A- 19  in  Appendix  A. 
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TRUST  AND  LEGACY  FUND 

Article  X,  Sections  2  and  3  of  the  state  Constitution  requires  that  all  royalties  and  other  proceeds 
received  from  school  lands  granted  to  the  state  under  federal  enabling  legislation  be  deposited  in  the 
Trust  and  Legacy  Fund,  where  it  shall  forever  remain  inviolate  and  guaranteed  by  the  state  against  loss 
or  diversion. 


Trust  &  Leeacv  Fund  \ 

nnual  Cha 

ige 

At  June  30 

%of 
Total 

100.0 

M 

100.0 

2004  $      %or 
Book  \  alue     Total 

410,653,937       100.0 
0           M 

410.653^      MLfl 

S 

Change 

0 
0 

Q 

% 

Change 

Investment  1  \De 

2005  $ 
Book  \'alue 

410,653,937 
0 

Fixed  Income  (TFBP) 
Cash  Equivalents  (STIP) 

Total 

0.0 
0^ 

M 

Trust  &  Leeacv  Book/Fair 

Values 

At  June  30,  2005 

Fair  S 
Value 

433.049.004 
0 

Fair  S 

+/-  Book 

22,395.067 
0 

%of 
Book 

100.0 
OJ 

IQO.Q 

%of 
Fair 

100.0 
ISiM 

Investment  Type 

Books 
Value 

410,653.937 
0 

410.653.9^7 

Fixed  Income  (TFBP) 
Cash  Equivalents  (STIP) 

Total 

Trust  &  Leeacv  Fund  2 

005  Total  Rates  of  Ret 

urn 

Benchmark 
%  Return 

2.14 
7.00 

Return  +/- 
Benchmark 

Asset 
Tvpe 

Cash  Equivalents  (STIP) 
Fixed  Income  (TFBP) 

All  Assets 

% 
Return 

2.30 
8.13 

Benchmarks 

91 -Day  T  Bill  x  105% 
CiliGroup  Broad  Investment 

0.16 
1.13 

TTie  Trust  and  Legacy  Fund  earned  $28.4  million  in  investment  income  in  2005.  compared  to  $30. 1 
million  in  2004.  The  Trust  and  Legacy  Fund  invested  balances  and  investment  income  history  are 
shown  on  Page  A-20  in  Appendix  A. 
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RESOURCE  INDEMNITY  TRUST  FUND 

Article  IX,  Section  2  of  the  state  Constitution  requires  that  revenues  from  the  Resource  Indemnity  Tax 
on  minerals  be  deposited  in  the  Resource  Indemnity  Trust  Fund,  the  principal  of  which  "shall  forever 
remain  inviolate"  until  the  principal  reaches  $100  million.  The  fund's  book  value  reached  $100.0 
million  in  fiscal  2002. 


Resource  Indemnitv  Trust  Annual 

Chanae  At  June 

30 

2004  $ 
Book  Value 

99,999,976 
800 

100.000.776 

%of 
Total 

100.0 

M 

mil 

$ 
Chanse 

0 
254,068 

25M6S 

% 
Change 

0.0 

N/A 

Investment  Tvpe 

2005  S 
Book  Value 

99,999,976 

254,868 

100.254.844 

%of 
Total 

99.7 
OJ 

100.0 

Fixed  Income  (TFBP) 
Cash  Equivalents  (STIP) 

Total 

Resource  Indemnity  Trust  Book/Fair 

Values  At  June  30,  2005 

Fair  $ 
+/-  Book 

6,152,453 
0 

6.1. 52.453 

%of 
Book 

99.7 
100.0 

%of 
Fair 

99.8 
1 00.0 

Investment  Tvpe 

Books                      Fair  $ 
Value                        Value 

99,999,976              106,152,429 
254.868                     254.868 

100.254.844               106.407.297 

Fixed  Income  (TFBP) 
Cash  Equivalents  (STIP) 

Total 

Resource  Indemnity  Trust  Fund  2005  Total  Rates  of  Return 

Benchmark 
%  Return 

2.14 
7.00 

Return  +/- 
Benchmark 

Asset                                                                 % 
TYpe                                                                Return 

Cash  Equivalents  (STIP)                                   2.30 
Fixed  Income  (TFBP)                                        8.13 

All  Assets                                                             8.12 

Benchmarks 

91 -Day  T  Bill  x  105% 
CitiGroup  Broad  Investment 

0.16 
1.13 

The  Resource  Indemnity  Trust  Fund  earned  $6.9  million  in  investment  income  in  2005,  compared  to 
$7.4  million  in  2004.  The  Resource  Indemnity  Trust  Fund  invested  balances  and  investment  income 
history  are  shown  on  Page  A-21  in  Appendix  A. 
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COAL  TAX  PARKS/CULTURAL  TRUST  FUNDS 

A  portion  of  the  coal  severance  tax  is  dedicated  to  a  statutorily  created  Paries  Trust  Fund  and  a  Cultural 
Trust  Fund  (Trusts).  Investment  income  generated  by  the  Trusts  is  appropriated  by  the  legislature  to 
acquire/operate  state  parks  and  to  fund  cultural  and  aesthetics  projects.  The  1997  Legislature 
appropriated  $3.9  million  of  Cultural  Trust  principal  to  Purchase  Historical  Properties. 


Coal  Tax  Parks/Cultural  Funds 

Annual  Change  At  J 

une30 

2004  $ 
Book  N'alue 

16.188.964 
4.689.175 

20.878.li? 

20,466.247 
411.892 

20.878.139 

%of 
Total 

77.5 
22..S 

100.0 

98.0 
M 

100.0 

$ 

Change 

.S82.I99 
241,000 

823.1?? 

909,608 
(86,409) 

82,Ui»2 

% 

Change 

Fund  Type 

2005  S 
Book  \alue 

16.771.162 
4,930,175 

21.701J37 

2U75,854 
325.483 

21,701^ 

%of 
Total 

77.3 
22.7 

lOQ.O 

98.5 
JUS 

100.0 

Parks  Trust 
Cultural  Trust 

Total 

Investment  T\pe 

3.60 
5.14 

4.44 

(20.98) 

Fixed  Income  (TFBP) 
Cash  Equivalents  (STIR) 

Total 

X-2i 

Parks/Cultural  Trusts  Book/Fair 

N'alues  At  June  30, 

2005 

Fair  S 

+/-  Book 

588.154 
154.941 

%or 

Book 

77.3 
22J 

%of 
Fair 

77.3 
22.7 

Fund  1  \De 

Books 
Value 

16.771.162 
4.930,175 

Fair  S 
Value 

17^59,317 
5.085.115 

Parks  Trust 
Cultural  Trust 

Total 

2J.70IJ37 

22.-4-t-f.432 

7«.fl?? 

100.0 

100.0 

Investment  Tvpe 

21.375,854 
325.483 

22,118.949 

325,483 

743,095 
0 

98.5 
M 

98.5 

Fixed  Income  (TFBP) 
Cash  Equivalents  (STIP) 

Total 

21.701.337 

::.444.432 

■4.^y:': 

iilM 

lOU.O 

Parks/Cultural  Trust  Funds 

2005  Total  Rates 

of  Return 

Benchmark 
%  Return 

2.14 
7.00 

Retu 
Bench 

rn  +/- 
mark 

A>sci  1  \|)e 

% 
Return 

2.30 

Ml 

Benchmarks 

91-DavT  Bill  X  105% 
CitlGroup  Broad  Investment 

Harks  Trust: 

(ash  Equivalents  (STIP) 

Fixed  Income  (TFBP) 

0.16 
1.13 

Parks  Irust  All  Assets 

8.03 

Cultural  Trust: 

Cash  Equivalents  (STIP) 

Fixed  Income  (IFHP) 

2.30 
Ml 

91-DavTBillx  105% 
IB  Vunregatc  Bond 

2.14 
7.00 

0.16 
1.13 

(  ultural  Irust  All  Vsselv 

S.IM 

The  trusts  earned  $1.4  million  in  investment  income  in  2005.  compared  to  $1.5  million  in  2004.  The 
invested  balances  and  investment  income  history  of  these  trusts  are  shown  on  Page  A-22  in  Appendix  A. 
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OTHER  TRUST  FUNDS 

Fish,  Wildlife,  and  Parks  (FWP)  Mitigation  Trust  -  expendable  trust  funds  fish  and  wildlife 
mitigation/enliancements. 

Abandoned  Mine  Trust  -  expendable  trust  funds  abandoned  mine  reclamation. 

FWP  Real  Property  Trust  -  non-expendable  trust  funds  operations,  development,  and  maintenance  of 
FWP  real  property. 

Weed  Control  Trust  -  non-expendable  $2.5  million  trust  funds  noxious  weed  control. 

Wildlife  Habitat  Trust  -  funds  acquisition/development/maintenance  of  wildlife  habitat. 

Montana  Post  and  Pole  Trust  -  funds  environmental  cleanup  of  the  former  Montana  Pole  and 
Treatment  Plant  in  Butte. 

Guaranteed  Student  Loan  -  the  federal  portion  of  student  loan  monies. 

The  UCFRB  Funds  represent  proceeds  from  state  settlements  with  the  Atlantic  Richfield  Company  for 
restoration  of  the  Upper  Clark  Fork  River  Basin. 

Streamside  Tailing  Funds  are  derived  from  a  consent  decree  between  the  state  and  the  Atlantic 
Richfield  Company  for  remedial  treatment  of  the  Silver  Bow  Creek/Butte  area. 

Tobacco  Trust  -  The  nation's  largest  tobacco  companies  are  required  to  pay  at  least  $205.0  billion  over 
the  next  25  years  to  the  states.  Forty  percent  of  Montana's  share  is  deposited  in  a  trust  fund. 

Zortman/Landusky  Funds  were  paid  by  the  Pegasus  mining  company  and  its  insurer  to  provide  long- 
term  water  treatment  at  the  closed  Zortman  and  Landusky  mines  near  Malta. 

Highway  93  Bond  -  proceeds  from  a  2005  $129.4  million  bond  issue  to  fund  Highway  93 
improvements. 
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Other  Trusts  Annual  Change  At 

June  30 

%of 

2004  S 

%of 

s 

% 

2005  S 

Fund 

Book  \  alue 
154.963.038 

Total 
29.9 

Book  \  alue 
149.266.177 

Total 
39.8 

Change 
5.696.861 

Chance 

I  CFRB  Restoration 

3.8 

Highway  93  Bond 

129,656.706 

25.1 

0 

0.0 

129.656.706 

N/A 

Streaniside  Tailings 

92,218,907 

17.8 

93.785.967 

25.0 

(1.567.059) 

(1.7) 

Tobacco  Trust 

57,901.622 

11.2 

46,756,451 

12.5 

11.145.171 

23.8 

Montana  Pole 

27,704^94 

5.4 

27,494,950 

7.3 

209.444 

0.8 

I  C  FRB  Reser>e 

15,151,680 

2.9 

14,157,512 

3.8 

994.168 

\0 

FWP  Mitigation 

11,162,155 

2.2 

10.841,580 

2.9 

320.575 

3.0 

Zortman/Landuskv 

6.885.646 

IJ 

6.421.649 

1.7 

463.997 

7.2 

W  ildlife  Habitat 

6.883.700 

1.3 

6.448.872 

1.7 

434,828 

6.7 

Abandoned  Mines 

5.4I6J70 

1.0 

5.199.950 

1.4 

216.420 

4.2 

\Need  Control 

4,797J74 

0.9 

4.866.922 

1.3 

(69.548) 

(1.4) 

FV\  P  Real  Property 

4,676,829 

0.9 

4325,667 

1.2 

151.162 

i.3 

Guaranteed  Student  Loan 
Total 

0 
517.418.422 

M 
100.0 

5J00.93S 
375.066.632 

100.0 

(5,300,9351 
M2JfI.7?0 

(100.0) 

38.0 

ln\estment  T\pc 

277,839.504 

53.7 

257.536J27 

68.7 

20303.277 

7.9 

Trust  Funds  Bond  Pool 

Corporate  Asset-Backed  Bonds 

10,792,453 

2.1 

12.217.058 

3.3 

(1.424.606) 

(11.7) 

Other  Corporate  Bonds 

16,699,041 

3.2 

26,988.787 

7.2 

(10.289.746) 

(38.1) 

IS  Mortgage-Backed  Bonds 

3,121,676 

0.6 

6,641.924 

1.8 

(3.520J48) 

(53.0) 

I  S  Government-Backed  Bonds 

99.335,774 

19.2 

44,818.523 

11.9 

.54.517^51 

121.6 

International  Bonds  (IS  $) 

899J97 

U 

899.241 

M 

1.56 

M 

Total  Fixed  Income 

408,687,845 

79.0 

349.101.761 

93.1 

59.586.084 

r.i 

Short  Term  Investment  Pool 

102.572,018 

19.8 

25.964.872 

6.9 

76.607.146 

295.0 

State  Street  Repurchase  Agr. 

6.158.559 

LI 

0 

M 

6,158,559 

NA 

Total  Cash  Equivalents 

108.^30.5^- 

21.0 

25.964.872 

M 

82,-65,-06 

318.8 

Tola! 

il-Ali.U2 

UHUl 

1 00.0 

iii4il^ 

iSJi 
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Other  Trusts  Book/Fair  Values  At  Ju 

je  30,  2005 

Fair  $ 

Fair  S 

%of 

%of 

Books 

Fund 

Value 

Value 

+/-  Book 

Book 

Fair 

UCFRB  Restoration 

154,963,038 

161,312,993 

6,349,954 

29.9 

30.5 

Highway  93  Bond 

129,656,706 

129,567,724 

(88,982) 

25.1 

24.5 

Streamside  Tailings 

92,218,907 

94,691,620 

2,472,713 

17.8 

17.9 

Tobacco  Trust 

57,901,622 

58,528,528 

626,907 

11.2 

11.1 

Montana  Pole 

27,704,394 

28,156,856 

452,462 

5.4 

5.3 

UCFRB  Reserve 

15,151,680 

15,743,881 

592,201 

2.9 

3.0 

FWP  Mitigation 

11,162,155 

11,190,292 

28,137 

2.2 

2.1 

Zortman/Landusky 

6,885,646 

8,587,962 

1,702,316 

1.3 

1.6 

Wildlife  Habitat 

6,883,700 

6,873,925 

(9,775) 

1.3 

1.3 

Abandoned  Mines 

5,416,370 

5,435,860 

19,490 

1.0 

1.0 

Weed  Control 

4,797,374 

4,828,595 

3U21 

0.9 

0.9 

FWP  Real  Property 

4,676,829 

4.676.689 

(im 

M 

M 

Total 

517.418.422 

?29,?94.92? 

n,m,?<}} 

100,0 

100,0 

Investment  Tvoe 

277,839,504 

287,458,974 

9,619,469 

53.7 

54.3 

Trust  Funds  Bond  Pool 

Corporate  Asset-Backed  Bonds 

10,792,453 

10,658,015 

(134,437) 

2.1 

2.0 

Other  Corporate  Bonds 

16,699,041 

16,809,084 

110,043 

3.2 

3.2 

US  Mortgage-Backed  Bonds 

3,121,676 

3,252,089 

130,414 

0.6 

0.6 

US  Government-Backed  Bonds 

99,335,774 

101,772,131 

2,436357 

19.2 

19.2 

International  (US  S) 

899,397 

914,055 

14,658 

M 

M 

Total  Fixed-Income 

408,687,845 

420.864.348 

12.176.503 

79.0 

79.5 

Short  Term  Investment  Pool 

102,572,018 

102,572,018 

0 

19.8 

19.4 

State  Street  Repurchase  Agr. 

6,158,559 

6,158,559 

0 

12 

LI 

Total  Cash  Equivalents 

108,730,577 

108.730,577 

0 

2L0 

20.5 

Total 

529.594.925 

12.176.503 

100.0 

100.0 

The  other  trust  portfolios  are  listed  beginning  on  Page  A-6  in  Appendix  A.    The  investment  income 
earned  by  each  trust  is  shown  beginning  on  Page  A- 1  in  Appendix  A. 
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STATE  FUND  INSURANCE 

The  State  Compensation  Insurance  Fund  (State  Fund)  provides  workers'  compensation  and  occupational 
disease  insurance  for  claims  arising  from  injuries  occurring  on  or  after  July  1,  1990.  Effective  on  that 
date,  the  state's  workers'  compensation  fund  vvas  divided  into  two  funds  with  separate  liabilities.  The 
"old"  fund  retained  all  financial  obligations  for  claims  for  injuries  occurring  prior  to  July  1.  1990,  while 
the  "new"  fund  assumed  claim  obligations  for  injuries  occurring  after  that  date. 


Stale  Fund  .Annual  Change  M  June  30 


Investment  Type 


Corporace  Asset-Backed  Bonds 
Other  Corporate  Bonds 
liS  Mortgage-Backed  Bonds 
IIS  Government-Backed  Bonds 
International  Bonds  (I'SS) 

Total  Fixed  Income 

BGI  S&P  500  Equir\  Index 

Short  Term  Investment  Pool 
State  Street  Repurchase  .-Vgr. 

Total  Cash  Equivalents 
Total 


2005  S 
Book  N'alue 

24JI0,I82 
256.757,099 

26.134.547 
244J79.693 

11.951.816 

563.533,335 
68.406.676 

29.462,578 
3,105.156 


%of 
Total 

3.7 
38.6 

3.9 
36.8 

84.8 
lOJ 

4.4 

0.5 


32.567.734  4^ 

664..sn7.746        100.0 


2004  $ 
Book  Value 

23.105,996 
242.107,218 

43^20,924 

182,136J55 

8,940.976 

499.511.469 

68,406.676 

18,207,649 
0 

18J07,649 

5SUiLZ2:l 


State  Insurance  Fund  Book/Fair  Values  .\t  .lune  30.  2005 


Investment  Type 


Corporate  .Asset-Backed  Bonds 
Other  C  orporate  Bonds 
I'S  Morteage-Backed  Bonds 
I'S  Government-Backed  Bonds 
International  Bonds  (IS  $) 

Total  Fixed  Income 

BGI  S&P  500  Equity  Index 

Short  Term  Investment  Pool 
Stale  Street  Repurchase  Agr. 

Cash  Equivalents  (STIP) 
Total 


Book  $ 
Value 

24310,182 
256,757.099 

26.134.547 
244_}79.693 

11.951.816 

563.533J35 
68.406.676 

29.462,578 
3,105,156 

32,56'.'34 


Fair  S 
\  alue 


23,997,657 
262,712,646 

26,91 7  J57 
250.083,773 

12.475,433 

576,186,766 
76,737.097 

29,462,578 
3.105.156 

32.567.734 

685.491.59-' 


State  Fund  Insurance  2005  Total  Rates  of  Keturn 


.Asset 
Type 

Cash  Equivalents  (STIP) 

Equities 

Fixed  Income 

All  Assets 


%of 
Total 

3.9 
41J 

7.4 

31.1 

1.5 


S 

Change 

IJ04.I85 

14.649.881 

(1 7.086  J78) 

62.243J38 

3.010.840 


11.7 

3.1 
OO 

hi 

IJIP 


11.254,929 
3.105.156 

14J60.085 


Fair  S 
+/-  Book 

(312.524) 
5.955,547 

782,711 
5.704.080 

523,618 

12,653,431 
8,330,421 

0 
0 


_J2jjJjjJ_ 


'■/u  of 

Fixed 

4.2 
45.6 

4.7 
43.4 

LI 

100.0 


%of 
Change 


5.2 

6.1 

(39.5) 

34.2 

33.7 


85.2  64.021.867  12.8 


fi  M 


61.8 

N/A 

78,9 
13.4 


"/o  of 

Fair 

3.5 
38.3 

3.9 
36.5 

M 

84.1 

1L2 
4J 

M 
100.0 


Return  Benchmarks 

2.30  91-Da>TBill 

6.37  S&P  500  Index 

5.95  LB  Gov/Corp  Intermediate 

iM  Composited) 


Benchmark 
°/o  Return 

2.14 
6.32 

4.77 

4.86 


Return  +  - 
Benchmark 


0.16 
0.05 
1.18 

1 .02 


\n  Indf  1  <  omposilc  pinllflini:  Ihf  I  und's  <\vf  I  «llo<ilion  «t  fair  %  iluf 


Ihc  State  fund  earned  S3l).2  million  in  investment  income  in  2005.  compared  to  $27.8  million  in  2004. 
The  State  Fund  portfolio  is  listed  beginning  on  Page  A-8  of  .Appendix  A. 
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OTHER  INSURANCE  FUNDS 

Old  Workers  -  Compensation  Fund  -  pays  claims  for  all  injury  claims  occurring  prior  to  July  1,  1990. 

Group   Insurance   -   created   in    1981.   provides   health   and  life   insurance  to   non-university   state 

employees. 

Subsequent  Injury  -  provides  benefits  to  workers  who  are  vocationally  handicapped  and  whose 

Workers'  Compensation  benefits  have  expired. 

Hail  Insurance  -  insures  crops  from  hail  damage.  The  entire  account  is  currently  held  in  STIP. 

Other  insurance  programs  whose  investments  are  held  solely  in  STIP  include: 


University  Group  Benefits 

Uninsured  Employers 

Agency  Insurance 

Unemployment  Insurance  Benefits . 


,.$22,164,624 

997,753 

....10,342,154 
4.857.395 


Total 


X38-36 1.926 


Other  Insurance  Annual  Change 

At  June  30 

%of 
Total 

62.4 

26.9 

8.9 

M 

2004  S 
Book  Value 

71336,169 

15^14,849 

6,102,175 

1.745,225 

%of 
Total 

75.6 

16.1 

6.5 

M 

s 

Change 

(8,731,740) 

11,791,584 

2,807,809 

19.193 

%of 
Change 

Fund  Type 

2005  S 
Book  Value 

62,604,429 

27,006,434 

8,909,984 

1.764.417 

Old  Fund 
Group  Insurance 
Hail  Insurance 
Subsequent  Injury 

(12.2) 

77.5 

46.0 

M 

Total 

100,285.264 

100.0 

94J98.418 

100.0 

5,886,846 

U, 

Investment  Tvue 

2,680,027 
10,430,094 

2,415,662 

48,938362 

99,933 

2.7 
10.4 

2.4 
48.8 

ai 

4,924.938 
16,103,603 

7,825,891 

44.591,074 

99,916 

5.2 

17.1 

83 

47.2 

M 

(2J44.911) 
(5,673,509) 
(5.410,229) 
4347,288 
17 

(45.6) 

(35.2) 

(69.1) 

9.7 

Corporate  Asset-Backed  Bonds 
Other  Corporate  Bonds 
US  Mortgage-Backed  Bonds 
US  Government-Backed  Bonds 
International  Bonds  (US  $) 

Total  Fixed  Income 

64,564.079 

64.4 

73.545.422 

77.9 

(8.981343) 

(12.2) 

Short  Term  Investment  Pool 
State  Street  Repurchase  Agr. 

34,634381 
1,086,805 

34.5 

20,852.996 
0 

22.1 

13.781385 
1.086,805 

66.1 

N/A 

Total  Cash  Equivalents 

35.721.185 

35.6 

20,852,996 

22.1 

14,868,189 

713 

Total 

100.285.264 

1 00.0 

2432SaiS 

1 00.0 

5M&m 

L2 
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Other  Insurance  Book/Fair  N'alues  At  June  30,  2005 


Fund  Type 


Old  Fund 
Croup  Insurance 
Hail  Insurance 
Subsequent  Injury 

Total 

Investment  Type 


Corporate  Asset-Backed  Bonds 
Other  Corporate  Bonds 
IS  Mortgage-Backed  Bonds 
IIS  Goyernment-Backed  Bonds 
International  Bonds  (LiS  S) 

Total  Fixed  Income 

Short  Term  Investment  Pool 
State  Street  Repurchase  Agr. 

Cash  Equivalents  (STIP) 

Total 


Books 

Fair  S 

\'alue 

\alue 

62,604,429 

62,952,777 

27.006,434 

26,955,926 

8,909,984 

8,909,984 

1,764,417 

I.768J18 

10n.28.S.264 

100,587.005 

2,680.027 

2.600.771 

10,430,094 

10,445,019 

2,415,662 

2,500,761 

48,938362 

49J  17,708 

99,933 

101,562 

64.564.079 

64,865.820 

34.634  J81 

34.634J81 

1,086,805 

1,086,805 

35,721,185 

35,721,185 

100.285.264 

100.587.005 

Fair  $ 

-*•/-  Book 

348J48 
(50.507) 
0 
3.900 

301.741 


(79.256) 
14,925 
85,098 

279346 
1.629 


0 

g 

0 


%or 

Book 

62.4 

26.9 

8.9 

1.8 


2.7 
10.4 

2.4 
48.8 

0.1 


34.5 
Li 

35.6 


%of 
Fair 

62.6 

26.8 

8.9 

1.8 


100.0  100.0 


2.6 
10.4 

2.5 
48.9 

0.1 


301,741  64.4  64.5 


34.4 
Li 

35.5 
100.0 


Other  Insurance  Portfolios  are  listed  beginning  on  Page  A- 10  of  Appendi.x  A. 
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TREASURER'S  FUND 

The  Treasurer's  Fund  (Fund)  is  comprised  of  surplus  cash  in  all  state  accounts  that  do  not  retain  their 
investment  earnings.  All  earnings  are  deposited  in  the  State  General  Fund.  State  law  authorizes  the 
Board  to  determine  the  amount  of  surplus  cash  in  the  Fund  to  be  invested  and  the  type  of  investments  to 
be  made.  Invested  balances  at  book  value  vary  widely  due  to  varying  levels  of  excess  cash  in  the  state's 
General  Fund  and  other  accounts  comprising  the  Fund.  This  Fund  has  been  a  major  investor  in  STIP 
since  1974  when  STIP  was  created.  The  "Other"  category  depicted  in  the  graph  consists  of  US 
Government  Securities  and  Repurchase  Agreements. 


Treasurer's  Fund  Annual  Change  At  June  30 

%of 
Total 

2.6 

0.0 

42.5 

54.9 

100.0 

2004  $ 
Book  Value 

0 

37,847,576 
182,257,449 
221,130,581 

441.235.606 

%of 
Total 

0.0 

8.6 

4U 

50.1 

mil 

s 

Chanee 

16,542,234 

(37,847,576) 

87,578,189 

126,966,710 

■93.239.558 

%of 
Chanee 

Investment  Tvpe 

2005  S 
Book  Value 

16,542,234 

0 

269,835,639 

348.097.291 

634.475.164 

US  Bank  Sweep  Repo 
Municipal  Investor  Account 
US  Government-Backed  Bonds 
Cash  Equivalents  (STIP) 

Total 

N/A 
(100.0) 
48.1 

57.4 

43.8 

Treasurer's  Fund  Book/Fair  Values  At  June  30,  2005 

Fair  $ 
Value 

16,542,234 
0 

267,577,534 
348.097,292 

632.217.060 

Fair  $ 

+/-  Book 

0 

0 

(2,258,105) 

i 

(2.258.104) 

%of 
Book 

2.6 

0.0 

42.5 

54.9 

100.0 

%of 
Fair 

2.6 

0.0 

42.3 

55.1 

100.0 

Investment  Type 

Books 
Value 

16,542,234 

0 

269,835,639 

348,097,291 

<'34.475.I64 

US  Bank  Sweep  Repo 
Municipal  Investor  Account 
US  Government-Backed  Bonds 
Cash  Equivalents  (STIP) 

Total 

Treasurer's  Fund  2005  Total  Rates  of  Return 


Asset 
Tvpe 

Cash  Equivalents  (STIP) 
Fixed  Income 

All  Assets 


% 
Return 

2.29 
2.24 

2^ 


Benchmarks 

91-Day  T  Bill 

ML  US  Treasury  1-3  Vrs. 


Benchmark 
%  Return 

2.14 

1.87 


Return  +/■ 
Benchmark 


0.15 
0.37 


The  Treasurer's  Fund  earned  $10.0  million  in  investment  income  in  2005,  compared  to  $6.4  million  in 
2004.  The  Treasurer's  Fund  Portfolio  is  listed  beginning  on  Page  A-6  of  Appendix  A.  The  Treasurer's 
Fund  invested  balance  and  income  history  are  shown  on  Page  A-23  of  Appendix  A. 
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MONTANA  RESIDENTIAL  MORTGAGES 


Pension  Mortgages  History 


Outstanding  Principal  At  Year-End 


SJ50 
S300 
S2.50 
$200 
SISO 
SIOO 
$50 
SO 


■  PERS  aiRS 

(Balanct  In  Millions) 

■  1 

■■lllll 

imiilM 



72  74  76  78  80  82  84  86  88  90  92  94  96  98  00  02  04 


The  Board  invests  pension  funds  in 
Montana  mortgages  by  purchasing 
all  or  a  portion  of  mortgages  from 
qualified  financial  institutions. 
Interest  rates  are  set  weekly,  based 
on  quotes  from  the  Federal 
National  Mortgage  Association 
and  the  Federal  Home  Loan 
Mortgage  Corporation,  the  two 
major  US  secondary  mortgage 
markets.  Financial  institutions 
charge  a  fee  for  servicing  the 
loans.  The  number  and  location  of 
mortgages  purchased  by  the  Board 
depend  upon  the  mortgage  lending 
activities  of  individual  financial 
institutions  and  their  interest  in  the 
Board's  mortgage  program. 


Montana  Mortgages  By  Type 

Annual  Change  At  J 

une30 

2004 
Book  \  alue 

85J73.12I 
30.690.906 

3J87.178 
581.552 

3,586,615 

%Of 
Total 

69.1 

24.8 

2.7 

0.5 

s 

Change 

(19.535J20) 

(6.950.914) 

(277,851) 

(458J77) 

(3,586,615) 

U0.6"'.''.i'',l 

% 
Change 

(22.9) 

(22.6) 

(8.2) 

(78.8) 

(100.0) 

Mortgage  Type 

2005 
Book  \  alue 

65,837.802 

23.739,991 

3,109J27 

123,275 

0 

92.939.453 

%Of 
Total 

70.8 

25.5 

3J 

0.1 

M 

22^ 

Residential  Conventional 
Residential  FMA 
Residential  \  A 
Multi-Family  Conventional 
Commercial 

Total  Mortgages 

UJJiJ 

Mortgage  rates  on  the  secondary  market  declined  to  less  than  6  percent  during  2003  and  the  Board  chose 
not  to  purchase  mortgages  for  the  pension  funds  at  these  rates.  This  polic\.  combined  with  heavy 
mortgage  re-financings  of  mortgages  in  the  portfolio  caused  a  significant  drop  in  the  pension  mortgage 
portfolio  during  2003^  2004,  and  2005. 

Loan  Losses/Arrears  -  Pension  Mortgage  loans  in  arrears  90  or  more  days  decreased  from  .24  percent 
of  total  mortgage  holdings  at  year  end  2004  to  .23  percent  of  mortgage  holdings  at  year  end  2005. 
These  arrears  ratios  compare  to  .44  percent  and  .40  percent  respectively  for  Montana*  financial 
institutions  during  the  period.  The  number  of  properties  in  foreclosure  decreased  from  one  at  year-end 
2004  to  zero  at  year-end  2005.  All  mortgages  are  secured  by  single-family  residential,  multi-family 
residential  or  commercial  properties  in  Montana. 

'Source.  Monuuu  Bankcn  Auocialion  Nalionol  Delinquency  Survey  dau  dated  6/30/04  and  6/30A)S 
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Residential  Morteaee  Balances  Bv  County  Annua 

1  Chanee  At  June  30 

04-05  $ 

2005 

2004 

04-05 

2005 

%Of 

2004 

%Of 

Count\' 

Balance 
32,926,021 

Total 
35.4 

Balance 
43,880,608 

Total 
35.9 

Chanee 
(10,954,587) 

Loans 

556 

Loans 
701 

Change 

Yellowstone 

(145) 

Gallatin 

9,749,028 

10.5 

12,721,441 

10.8 

(2,972,414) 

147 

172 

(25) 

Flathead 

6,254,231 

6.7 

9,186354 

8.2 

(2,932,123) 

101 

134 

(33) 

Lake 

5,264,591 

5.7 

6,917,452 

6.0 

(1,652,861) 

89 

107 

(18) 

StUlwater 

4,867,193 

5.2 

6,138,979 

5.1 

(1,271,786) 

71 

86 

(15) 

Custer 

4,636,91 1 

5.0 

5,637,845 

3.7 

(1.000,934) 

112 

132 

(20) 

Cascade 

3,928,710 

4.2 

5343304 

4.1 

(1,414,794) 

77 

92 

(15) 

Hill 

2,054,572 

2.2 

2,254,085 

1.2 

(199,513) 

44 

46 

(2) 

Park 

2,023355 

2.2 

2351,902 

2.2 

(328,547) 

36 

39 

(3) 

Richland 

1,991,738 

2.1 

2,259,242 

1.7 

(267,504) 

51 

57 

(6) 

Carbon 

1,906,655 

2.1 

2,418,194 

1.6 

(511,539) 

30 

35 

(5) 

Roosevelt 

1,819,524 

2.0 

2,019,438 

13 

(199,913) 

41 

46 

(5) 

Sanders 

1,786,099 

1.9 

2359,762 

1.9 

(573,663) 

27 

37 

(10) 

Valley 

1,529,842 

1.6 

1,560,814 

1.0 

(30.973) 

37 

38 

(1) 

Beaverhead 

1,261,751 

1.4 

1385,193 

1.1 

(123,442) 

21 

22 

(1) 

Dawson 

U34,238 

13 

1,509,428 

1.1 

(275.190) 

38 

43 

(5) 

Missoula 

913,961 

1.0 

4380305 

4.7 

(3,466,544) 

20 

36 

(16) 

Blaine 

835,550 

0.9 

962,502 

0.5 

(126.952) 

18 

21 

(3) 

Lewis  &  Clark 

712,447 

0.8 

920,095 

0.8 

(207,648) 

19 

23 

(4) 

Phillips 

692.732 

0.7 

743,696 

0.5 

(50,963) 

18 

18 

0 

Rosebud 

562,428 

0.6 

762,097 

0.5 

(199,670) 

13 

16 

(3) 

Choteau 

550,861 

0.6 

630,459 

0.5 

(79,597) 

12 

14 

(2) 

Madison 

546,638 

0.6 

566369 

0.6 

(19,731) 

5 

5 

0 

Fergus 

518,145 

0.6 

565,984 

0.4 

(47.840) 

9 

13 

(4) 

Bighorn 

409388 

0.4 

469,048 

03 

(59,660) 

10 

11 

(1) 

Fallon 

401,874 

0.4 

45U37 

0.2 

(49363) 

8 

9 

(1) 

Jefferson 

394,769 

0.4 

651,458 

0.4 

(256.690) 

6 

9 

(3) 

Broadwater 

390300 

0.4 

429,979 

0.4 

(39,679) 

14 

14 

0 

Ravalli 

342^00 

0.4 

513,761 

0.5 

(171361) 

5 

6 

(1) 

Silver  Bow 

326.511 

0.4 

644371 

0.4 

(318.060) 

8 

12 

(4) 

Glacier 

267,0)9 

03 

454,946 

0.4 

(187,927) 

5 

9 

(4) 

Wlieatland 

161,183 

0.2 

223,558 

0.1 

(62375) 

4 

5 

(I) 

Sheridan 

159388 

0.2 

236,023 

0.1 

(76,635) 

8 

10 

(2) 

Powell 

144,752 

0.2 

148309 

0.2 

(3,557) 

3 

0 

McCone 

133,560 

0.1 

142,756 

0.1 

(9,196) 

4 

0 

Sweet  Grass 

118,149 

0.1 

252,871 

03 

(134,723) 

5 

(2) 

Treasure 

115,113 

0.1 

116,717 

0.1 

(1,604) 

1 

0 

Deer  Lodge 

111,494 

0.1 

45,914 

0.0 

65,580 

2 

1 

Musselshell 

84,943 

0.1 

168,442 

0.2 

(83,499) 

5 

(2) 

Mineral 

83,118 

0.1 

98,160 

0.1 

(15,042) 

1 

0 

Pondera 

76,699 

0.1 

102,415 

0.1 

(25,716) 

2 

(1) 

Prairie 

69.526 

0.1 

73398 

0.0 

(3.872) 

2 

0 

Daniels 

58,487 

0.1 

109,086 

0.1 

(50399) 

2 

(1) 

Carter 

57,498 

0.1 

61365 

0.0 

(3.867) 

2 

0 

Judith  Basin 

51,110 

0.1 

52,060 

0.0 

(950) 

1 

0 

Teton 

46^67 

0.0 

109343 

0.1 

(63,076) 

5 

(3) 

Golden  Valley 

44,273 

0.0 

50309 

0.0 

(6,2,36) 

1 

0 

Lincoln 

43,032 

0.0 

229317 

0.2 

(186^85) 

3 

(2) 

Granite 

35,062 

0.0 

35,758 

0.0 

(697) 

1 

0 

Wibaux 

27449 

0.0 

33,632 

0.0 

(6383) 

2 

0 

Meagher 

26,911 

0.0 

99,639 

0.1 

(72,728) 

3 

(2) 

Powder  River 

25.857 

0.0 

28,592 

0.0 

(2.735) 

1 

0 

Garfield 

23,433 

0.0 

99,642 

0.1 

(76,208) 

2 

(1) 

Toole 

14.008 

0.0 

34,916 

0.0 

(20,908) 

3 

(2) 

Total 

92.939.453 

100.0 

123.61 9  J72 

inoji 

(30.679.919) 

J..696 

Lfl62 

om 
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COAL  TAX  TRUST  LOANS 

Created 


Coal  Tax  Trust  Loans 


iBoard  Ltmas  I 


(OuatatidtMg  Prindpot  Im  MiUionsS) 


..ihlll 


in  1984  as  part  of  the 
"Build  Montana"  program,  this 
program  invests  Coal  Tax  Trust 
funds  in  Montana  to  stimulate  the 
state's  economy.  State  law 
authorizes  the  Board  to  invest  the 
Trust  to  increase  employment  and 
business  opportunities,  while 
maintaining  and  improving  the 
state's  physical  environment.  The 
"other"  portion  of  the  graph  is 
comprised  of  these  loans: 

DNRC  -$41.9  Million 
Science  &  Tech  -  14.0  Million 
Dep.  of  Justice  -  2.1  Million 
Facilities  Finance  -  .5  Million 


84  85  86  87  88  89  90  91  92  93  94  95  96  97  98  99  00  01  02  OJ  04  05 
•/.  ofTnm    1    2    5    8    8    8i01010iliiiZ19i219192fi253535J230 

Loan  Types  -  Five  major  loans 
types  are  available  in  the  In-State  Investment  Program,  some  of  which  offer  a  job  credit  interest  rate 
reduction  equal  to  0.05  percent  for  each  job  created,  up  to  a  maximum  reduction  of  2.5  percent. 

The  Federal  Guaranteed  Loan  Program  purchases  the  guaranteed  portion  of  loans,  guaranteed 
by  the  Small  Business  Administration,  the  Bureau  of  Indian  Affairs,  the  Rural  Business  and  Cooperative 
Service,  and  the  Economic  Development  Administration.  Loan  proceeds  may  be  used  for  working 
capital,  inventory,  equipment,  real  property,  or  similar  items.  At  year-end  2005,  this  Program  had  $60.05 
million  in  loan  principal  outstanding,  or  43.66  percent  of  total  outstanding  Commercial  Loan  principal. 

The  Business  Loan  Participation  Program  purchases  from  originating  financial  institutions  up 
to  80  percent  of  a  participation  loan.  Unencumbered  land,  buildings,  and  equipment  ma\  be  financed 
with  the  loan  proceeds.  The  financial  institutions  charge  a  fee  to  serv ice  the  loan  and  the  Board's  loan  is 
collateralized  proportionally  to  the  Board's  share  of  the  loan.  At  year-end  2005.  this  Program  had  $71.48 
million  in  loan  principal  outstanding,  or  52.0  percent  of  total  outstanding  Commercial  Loan  principal. 

The  Economic  Development  Linked  Deposit  Program  offers  businesses  long-term,  fixed-rate 
financing  for  working  capital,  inventory,  or  real  propert).  The  Board  places  a  long-term  deposit  at  a  pre- 
established  rate  with  the  financial  institution  originating  the  loan.  The  lender  assumes  all  loan  risk  and  is 
assured  a  specific  "spread"  for  the  term  of  the  loan.  At  year-end  2005,  this  Program  had  $4.19  million  in 
loan  principal  outstanding,  or  3.0  percent  of  total  outstanding  Commercial  Loan  principal. 

The  Infrastructure  Loan  Program  provides  loans  to  eligible  local  governments  for  constructing 
infrastructure  required  b>  job  creating  businesses  in  their  jurisdiction.  At  year-end  2005.  this  Program 
had  $5.66  million  in  loan  principal  outstanding.  Total  loans  outstanding  in  this  Program  are  limited  by 
law  to  $50.0  million. 

The  Value-added  Loan  Program  provides  low  interest  loans  to  value-added  l>pe  businesses  that 
create  or  retain  jobs.  At  year-end  2005,  this  Program  had  $11.10  million  in  loan  principal  out.standing. 
Total  loans  outstanding  in  this  Program  arc  limited  b>  law  to  $50.0  million. 

Loan  N'ieJd  -  On  June  30.  2005.  the  average  weighted  >ield  of  all  outstanding  commercial  loans, 
excluding  Value-.Added  Loans  whose  interest  rates  are  set  by  law,  was  5.93  percent. 
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Loans  From  I 

nceotion  Bv  Cou 

ntv  Annu 

al  Chanee  At  June30 

04-05 

2005 

2004 

04-05 

Through 

%Of 

Through 

%Of 

County 

2005 
84.839,411 

ToUl 

17.9 

2004 
84,574,058 

Total 

18.7 

S Increase 
265353 

<#  Loans> 
209           208 

Inc 

1 

Missoula 

Yellowstone 

63^49,342 

133 

55,146,758 

12.2 

8,102,584 

122 

115 

7 

Gallatin 

61,949,128 

13.1 

61,179,764 

13.6 

769365 

110 

108 

2 

Cascade 

40,546,039 

8.6 

34,463,707 

7.6 

6,082332 

45 

38 

7 

Lewis  &  Clark 

40317,039 

8.5 

33,524,971 

7.4 

6,792,068 

92 

85 

7 

Flathead 

36,183,535 

7.6 

36,183,535 

8.0 

0 

79 

79 

0 

Lake 

19,432,991 

4.1 

19,432,991 

4.3 

0 

91 

91 

0 

Park 

17,260,860 

3.6 

17,260,860 

3.8 

0 

27 

27 

0 

Ravalli 

14,987,006 

3.2 

14,987,006 

33 

0 

48 

48 

0 

Madison 

13,713,554 

2.9 

13,713,554 

3.0 

0 

70 

70 

0 

Beaverhead 

11,150,710 

2.4 

11,150,710 

2.5 

0 

30 

30 

0 

Silver  Bow 

10,057,683 

2.1 

9,984,143 

2.2 

73,540 

12 

10 

2 

Stillwater 

9,230,452 

1.9 

9,037,797 

2.0 

192,654 

48 

46 

2 

Sanders 

7,730,387 

1.6 

7,730387 

1.7 

0 

10 

10 

0 

Blaine 

5,928325 

IJ 

5,928325 

1.3 

0 

34 

34 

0 

Richland 

3,580,953 

0.8 

3,580,953 

0.8 

0 

26 

26 

0 

Rosebud 

3,162,078 

0.7 

3,162,078 

0.7 

0 

2 

2 

0 

Carbon 

3,037336 

0.6 

2.904,586 

0.6 

132,750 

17 

13 

4 

Roosevelt 

2,972,856 

0.6 

2,972,856 

0.7 

0 

7 

7 

0 

Jefferson 

2,863,980 

0.6 

2,863,980 

0.6 

0 

12 

12 

0 

Custer 

1,960399 

0.4 

1,725,449 

0.4 

234,950 

3 

2 

1 

Lincoln 

1,923.608 

0.4 

1,923,608 

0.4 

0 

6 

6 

0 

Valley 

1,906399 

0.4 

1,906399 

0.4 

0 

15 

15 

0 

Choteau 

1,701,998 

0.4 

1,701,998 

0.4 

0 

4 

4 

0 

Mineral 

1,611,093 

0.3 

1,611,093 

0.4 

0 

3 

3 

0 

Granite 

1,524,095 

0.3 

1.524,095 

0.3 

0 

6 

6 

0 

Hill 

1,511,297 

0.3 

1,511,297 

0.3 

0 

9 

9 

0 

Meagher 

1,424,517 

0.3 

1,424,517 

0.3 

0 

5 

5 

0 

Fergus 

U19,955 

03 

1,219,955 

03 

0 

3 

3 

0 

Phillips 

1,020,139 

0.2 

1,020,139 

0.2 

0 

3 

3 

0 

Dawson 

874,285 

0.2 

874,285 

0.2 

0 

1 

1 

0 

Sweet  Grass 

751,737 

0.2 

751.737 

0.2 

0 

3 

3 

0 

Bighorn 

676,400 

0.1 

676,400 

0.1 

0 

3 

3 

0 

Powell 

616,500 

0.1 

616,500 

0.1 

0 

1 

1 

0 

Toole 

492,707 

0.1 

492,707 

0.1 

0 

1 

1 

0 

Fallon 

476,429 

0.1 

476,429 

0.1 

0 

2 

2 

0 

Broadwater 

463,199 

0.1 

463,199 

0.1 

0 

3 

3 

0 

Liberty 

455,439 

0.1 

455,439 

0.1 

0 

3 

3 

0 

Pondera 

425,000 

0.1 

425,000 

0.1 

0 

1 

1 

0 

McCone 

295,148 

0.1 

295,148 

0.1 

0 

3 

3 

0 

Musselshell 

163,000 

0.0 

163,000 

0.0 

0 

1 

1 

0 

Wibaux 

90,000 

0.0 

90,000 

0.0 

0 

1 

1 

0 

Powder  River 

57,105 

0.0 

57,105 

0.0 

0 

1 

1 

0 

Total 

473.834.114 

100.0 

451.188.517 

100.0 

2MiLS2fi 

1.172 

1.139 

2i 
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Commercial  Loan  Bv  Sector  Annual  Chanee  At  June  30 

2004 

»/.Of 

S(l) 

% 

2005 

%Of 

Inveslmenl  r>pe 

Book  \  alue 
167.669.054 

Total        Book  \  alue 
35.4             158J05.878 

Total 
35.1 

Change 
9J63.175 

Change 

5.9 

Senicc  lnduslr>' 

Manufacturing 

66.430.023 

14.0 

64.964J35 

14.4 

1,465.688 

2.3 

Retail  1  rade 

74.596.411 

15.7 

76,040.882 

16.9 

(1,444.472) 

(1.9) 

Agriculture/Forestr>/FishinB 

54.206.164 

11.4 

54,206.156 

12.0 

8 

0.0 

Finance/Insurance/Real  Estate 

84.838.783 

17.9 

74.759,022 

16.6 

10.079,761 

13.5 

Transportation/l  tilities/Comm. 

7.664.904 

1.6 

7.941,437 

1.8 

(276.533) 

(3.5) 

Wholesale  Trade 

8.797.713 

1.9 

6.180.451 

1.4 

2.617.262 

42.3 

Construction 

6.684.052 

1.4 

5.843J45 

1.3 

840.707 

14.4 

Mining 

2.947.0)0 

0^ 

2,947.010 

0/7 

0 

flUB 

Total 

473.834.114 

1 00.0 

4?  1.  I88.fr 

100.0 

22.Hf.?9(t 

LSi 

(1 )  Se\cral  Changes  Were  Made 

in  Sector  C  odes  During 

Fiscal  2005 

Loan  Losses/Arrears  -  The 

number  of  loans  in  th 

is  program 

in  arrears  90 

or  more 

days  decreased  from 

.87  percent  of  total  outstanding  loans  at  year-end  2004  to  .12  percent  of  outstanding  loans  at  Near-end 
2005.  These  arrears  ratios  compare  to  2.04  percent  and  1.63  percent,  respectively  for  Montana* 
financial  institutions  during  that  period.  There  were  no  losses  in  2004  or  2005. 


•Source    Total  KDIC  Past  Due  and  Non  Accrual  as  of  3/31/05 


In  addition  to  the  Coal  Tax  Loan  Program  and  the  Residential  Mortgage  Programs,  the  Board  also 
invests  other  state  funds  in  Montana  and  guarantees  bonds  as  shown  in  the  table  below: 


Instate  Loans  and  Other  In-State 

nvestments 

2005   S 

2004   S 

S 

l.<ian  type 

Book  \  alue 
137.531  J09 

Book  Value 
137.175.547 

C  hange 

355,663 

C  ommerctal  Loans 

KevicJential  Mortgages 

92.939.453 

123.6 1 9  J72 

(30.679.919) 

School  1  rust  Loan 

41.896.024 

44.546.088 

(2,6.50,063) 

Pension  Equity  Real  Estate 

I6J16J30 

1  6.092.940 

223,289 

Montana  Science  and  Technology 

14.003.410 

13,959.035 

44J75 

Value-Added  Loans 

II.I04.()U2 

9,202.821 

1.901. 181 

Infrastructure  Loans 

5,659.452 

8,298,806 

(2,639353) 

Department  or.lustice  Loan 

2,112,000 

2,037,000 

75,000 

Kacilit>  Finance  Authority  Loans 

47,482 

943.904 

(896.422) 

Department  of  Revenue  I^an 
Total  In-State  Loans 
PIM    Montana 

0 

321,609,263 

4SJ96,91I 

5.698.442 

^6I,5-,V9,54 

48.221.512 

(5.698.442) 

(39.964.691) 

(2.824.602) 

Med  Map  Ll.<   (St.  \  incenfs  llospiia 

,  Billings) 

23.910,000 

24,960.000 

(1.050.000) 

First  Interstate  BancSystem,  Montana 

8.900.000 

1  2.900.000 

(4.000.000) 

Montana  (  KP  Bonds  (69  issues) 

3,028.270 

4,789,283 

(1,761.013) 

Butte/SiUrr  Bom   lax  Increment 

1  ..S35.000 

3,225,000 

(1,690.000) 

Board  of  llousinj* 

1.140.000 

1.145.000 

(5.(>()0) 

Kenewal>lr  Resource  (I997A  GO) 

Total  Stale,  IakbI  Gvt  and  Corporate  Bonds 

Total  Loans  and  Bonds 

Bond  Guarantees  (1) 

(lir.aaraatmaftNTrRC  \Pai>d  Mnalaaa  Facllilv  Flaancc  talborll« 

41VI'> 
84J29J99 

■t0.5.?3H.6fi2 

I30.4-(>.(,4I 
tload. 

733.242 

9?,974,0J7 

45-547.991 

I26.-8-.0-2 

(314.0231 

(11.644.(.3Nl 

151.609  329) 

.^.689.569 

-57- 


BOND  PROGRAMS 


INTERCAP  Loans 

From  Inception  By  Borrower  Type  $212.35  Million 

(In  nnUions) 


County 

S45.7 


$1 1.28  WaCer/Sewer  District 
School  District  $  7.28  Fire  Jurisdiction 

$23.7  $  7.18  Other 

$  2.47  Solid  Waste  District 

S28.2 


University 

$15.7   " 


City/Tow  II 
$52.9 


State  Agency 
$46.1 


INTERCAP  Loans 

From  Inception  By  Project  Type  $212.35  Million 

(In  MiUions) 


Buildings 
$39.0 


Vehicles 
$43.0 


Computer/Printers 
$23.5 


Equipment 

$14.8 
Land/Roads 
$16.5 


$10.53  Energy  Retrofit 
$1 1.02  VVaterAVaste  Water 
$  7.38  Solid  Waste  Equip 
$  6.00  Other 
$  2.85  Telephones 

$37.8 


Revenue  Anticip 
$37.8 


INTERCAP 


-    The    Board 
several    bond 
under        the 
Economic 


administers 

programs 

Montana 

Development  Bond  and  the 

Municipal  Finance 

Consolidation  Acts,  created 

as     part     of    the     "Build 

Montana"  program  in  1984. 

The  INTERCAP  program 
lends  funds  to  eligible 
governments  for  a  variety 
of  purposes.  The  upper 
graph  depicts  the  types  of 
borrowers  using  the 
program  since  its  inception. 
Since  1987,  401  eligible 
governments  have  received 
1,066  loans.  totaling 
$212.35  million. 

The  lower  graph  shows  the 
types  of  projects  for  which 
loans  were  made  since 
program  inception.  At 
June  30,  2005.  there  was 
$64.74  million  in 

outstanding  loan  balances. 

fNTERCAP  loans  are 
funded  with  proceeds  from 
bonds  issued  by  the  Board. 
Since  the  program's 
inception,  the  Board  has 
issued  $109  million  in 
bonds  with  $84.28  million 
outstanding  at  June  30, 
2005. 


Loan  interest  rates,  which  are  reset  each  Februar>'  16  based  on  the  interest  on  the  bonds  funding  the 
loans,  were  set  at  3.80  percent  on  February  16.  2005. 
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Other  bond  programs  managed  by  the  Board  are: 

•       School  District  Pooled  Refunding  Program 
In  1991  the  Board  purchased  general  obligation  refunding  bonds  of  participating  school  districts, 
enabling  the  districts  to  refinance  their  outstanding  bonds  at  a  lower  interest  rate.  The  16  school  districts 
participating  in  this  $6,234  million  bond  issue  saved  a  total  of  S577.600  in  interest  over  the  life  of  the 
refunding  bonds.  Although  this  Program  is  inactive,  it  could  be  re-activated  given  sufficient  demand. 

•  Pooled  Irrigation  Program 

Five  irrigation  districts  participated  in  this  Program  that  prepaid  their  outstanding  loans  to  the  federal 
Bureau  of  Reclamation.  The  Board  issued  bonds  of  $4,976  million  in  1988  to  prepay  $15.6  million  of 
non-interest  bearing  federal  loans  held  by  the  districts.  The  Board  lent  the  bond  proceeds  to  the  districts 
at  an  average  7.20  percent  interest.  Although  the  districts  paid  off  non-interest  federal  loans  with 
interest  bearing  loans.  the\  saved  a  total  of  $5.9  million,  because  the  federal  loans  were  prepaid  at  steep 
discounts,  thereby  significantly  lowering  the  amount  of  principal  owed  by  the  districts. 

•  Qualified  Zone  Academy  Bond  Program  (QZAB) 

This  program  allows  qualifying  school  districts  to  borrow  money  at  no  or  nominal  interest  rates  by 
issuing  qualified  zone  academy  bonds.  Bonds  outstandina  as  of  June  30  are  listed  below: 

Issue                      ~    Issue  6/30/05 

Project Date .\mount Balance 

Huntle\  Project  Schools         12/00  750.000  750.000 

Bozeman  Public  Schools        11/03  1.586.000  1.586.000 

Philipsburg  Schools  12/03  2.000.000  2.000.000 

Total  4-336.000  4.336.000 

Economic  Development  Bond  Act 

•  Stand  Alone  Economic  Development  Bond  Program 

This  Program  provides  qualifv  ing  businesses  access  to  ta.\-exempt  funds  and  the  Board  has  issued  bonds 
to  finance  several  projects.  The  Board  acts  as  a  legal  funding  conduit  only  and  is  not  pecuniariK  liable 
for  the  repayment  of  the  bonds.  Bonds  outstanding  as  of  June  30  are  listed  below : 

Issue                          Issue  6/30/05 

Project Date Amount Balance 

Colstnp  10,89  (>ii.Siiii.iHiii  53.100.000 

BGI  07/93  lls;-4\(iiMi  116.345.000 

Stillwater  Mining  07/00  3U,UUU.UUU  30.000.000 

Gainey  Foundation  10/02  6.000.000  5.140.000 

Total  215.145.000        204,.S85,000 

•  Montana  Conservation  Reserve  Payment  (CRP)  Enhancement  Program 

This  Program  provides  loans  to  Montana  farmers  to  refinance  outstanding  loans  and/or  to  purchase 
additional  land  and  farm  equipment.  The  twrrowers  assign  their  federal  CRP  contracts  to  the  Board  in 
exchange  for  a  loan  ranging  from  60  percent  to  75  percent  of  the  remaining  payments  on  the  CRP 
contracts.  When  the  Program  began,  bonds  were  issued  to  provide  funding  for  the  loans.  Recently,  the 
loans  have  been  funded  from  the  Trust  Funds  Bond  Pool  as  an  investment.  Loan  interest  rates  are 
typically  set  at  0.50  higher  than  the  interest  set  by  the  Trust  Funds  Bond  Pool  manager.  A  total  of  231 
loans,  totaling  $30.29  million  have  been  funded  under  this  Program. 
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•     Pooled  Economic  Development  Bond  Program 

This  Program,  inactive  since  1986  due  to  federal  tax  law  revisions,  provided  loans  to  small  businesses  to 
expand  and  improve  their  facilities.  The  Board  funded  the  loans  by  issuing  tax-exempt  bonds.  Except 
for  a  pledge  of  revenues  and  a  guaranty  fund,  the  Board  has  no  pecuniary  liability  under  this  Program. 
Although  there  is  one  loan  outstanding  in  this  program,  the  bonds  issued  to  fund  the  loans  have  been 
repaid. 

The  Bond  Program  financial  statements  begin  on  Page  74  of  Appendix  B. 
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.\ppendix  A  -  Total  Incume  By  Fund 


loveatmeal 

Mm  p 

Pool  Distributions 

MTir                 MPfP 

RIRP                    IIRP 

Tf-I,,l 

Public  Employees  Rctiremcnl  System 

•.738.615 

Tochers  Retiremeni 

1 1.695.083 

l.CH)3.7CIO 

15,247,032 

4^63,847 

l.S4«>M 

45,690,274 

79.540.482 

Coal  Severance  Tax  Income  Fund 

14.336.097 

69U39 

21,463,149 

36.490.585 

Stale  Fund  Insurance 

29.768.981 

457.069 

30.226.050 

Trust  And  Legacy 

269.698 

28,106,281 

28.375.979 

STIP  Local  Government 

12.419.504 

12.419.504 

General  Fund 

6.237.663 

3.808.868 

10.046.532 

UCFRB  Rcstonilion  Fund 

819.835 

121.160 

9,023.409 

9.964.404 

TSEF  Income  Fund 

748.189 

262.013 

7J72JI7 

8.282.519 

Resource  Indemnity  Trust  Income  Fund 

12.289 

6.889.636 

6.901.925 

SST  OU  Remedial  Actio 

1.974,147 

86.564 

3.550,163 

5.610.875 

State  Policemen  Retirement  Reserve 



1 00.097 
89.428 

933.410 
919.064 

273.737 
263.061 

94.658 

3.088,320 

4,490.223 

Shenffs  Retirement 

92.041 

2,980.660 

4.344.254 

92.479 

888.552 

260.437 

90.141 

2.947,847 

4,279,456 

Tobacco  Settlement  Income 

36.61 1 

3.165.726 

3,202J37 

Old  Slate  Fund 

3.058.654 

126.095 

3.184,749 

Highway  Patrol  Retirement 

278.167 

39.456 

512.342 

146,482 

52J32 

1.653.607 

2.682.385 

Retirement  Funds  Bond  Pool 

2.448.416 

2.448,416 

Game  Wardens  Retirement 

59.425 

293.384 

85.767 

28,779 

986.749 

1.454.105 

Montana  Pole  Remedial 

349.650 

138.904 

922.002 

1.410.555 

TSEF  Region  Water  Income 

55.941 

1.340.362 

I.396J03 

Monuna  Judges  Retirement 

29.484 

293.330 

84,060 

29.558 

954.714 

U9I.I46 

Trtisl  Funds  Bond  Pool 

1.2I9.I9I 

1,219.191 

Coal  Tax-FWP  Part  Acquisition 

4.699 

1.095.405 

1. 100.104 

UCFRB  AssessLingalion 

537 

991.244 

991.781 

General  License  Account 

414.285 

508.113 

922.398 

Highway  93  Bond  Proceeds 

102.848 

774.187 

877.036 

Volunteer  Firefighter  Retirement 

140.394 

13.172 

123.412 

36.725 

13,154 

413.785 

740.642 

MSU  General  Operating 

438.797 

250.001 

688.797 

UM-MSO  Unrestncled 

530.054 

83,508 

613.563 

Group  Benefits  Claims 

101.043 

440.135 

541.178 

Highways  Special  Revenue 

530.599 

530.599 

FWP  Wildlife  Mitigation  Fund 

426,000 

55.936 

481.936 

ZonmanLanduskv  Long  Term 

461.056 

1.212 

462.268 

MT  Oil  &.  Gas  Jax  Clearance 

414.709 

414,709 

MUS  Group  insurance 

409.840 

409.840 

Common  School  Permanent  Trust 

408.384 

408J84 

Wildlife  Habitat  Trust 

124.961 

8.984 

27IJ39 

405.284 

MSU  Auxiliary  Funds 

308.240 

37.749 

345.988 

Cultural  Trust 

2.184 

316.149 

318.333 

MSU  Designated  Funds 

271.033 

20.075 

291.108 

282.784 

282.784 

FWP  Real  Property  Trust 

113.465 

6.730 

158.531 

278.727 

UM-MSO  Renewal  and  Replacement 

242.228 

242J28 

Noxious  Weed  Management  Trust 

206.481 

18.118 

224.599 

UM-MSO  Auxiliary 

219.692 

219.692 

AML  Trust  Fund 

180.470 

30  J  59 

210.829 

MSU  Renewal  and  Rcplacemenl 

152.957 

40J86 

193.243 

UM-MSO  Designated 

39.782 

148.180 

187.962 

Hail  Insurance 

157.809 

157.809 

CST  Bond  UnrestrKtcd  Reserve 

140,790 

140,790 

SOS  Election  Federal  Grant  Fund 

139.346 

I39J46 

U  *  1  Tax  Benefit 

131,061 

131.061 

Wildlife  Habiut 

127.130 

127.130 

U  S  Depi  Ed  '  GSL  Reserve 

124.905 

124.905 

UM-MSO  Endowments 

2.383 

10.979 

99.653 

113.014 

MSU-Billinp  Designated 

107.652 

107,652 

Research  A  Commercial 

101,724 

101,724 

Orphan  Share  Fund 

95,863 

95,863 

MSU  Retirement 

95.016 

95.016 

Oil  &  Gas  ERA 

93.251 

93,231 

MSU-Billings  Renewal 

91.872 

91,872 

Guaranteed  Student  Loan 

89.504 

89,504 

MSU  -AG  General  Operating 

87.131 

•7,131 

UM-TECH  Unrestricted 

85,756 

•5,756 

MSU-Billings  General  Operating 

to.ooo 

(0.000 

Subsequent  Iniuiry 

74.545 

3.648 

7«.|94 

UM-MSO  Agency 

64.672 

64.672 

Upland  Game  Bird  Habiut 

61,059 

61.059 

MSU-Billings  Auxiliary 

S0J62 

50,362 

GO  Bond  Debt  Service-Renewed 

49.775 

49.775 
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Investment                          < 1 

UM-MSO  Restricted 

49.384 

Inspection  And  Control 

45.659 

C  R  Kendall  Bond  Forfeit 

44.410 

Science  and  Technology                                   43,954 

Long  Range  Building 

43.684 

MSU  Restricted  Funds 

42.358 

CST  2001 D  Refunding  Debt  Service 

43.304 

MSU  Loan  Funds 

40.978 

Wheat  and  Barley  Research 

40.922 

UM- Western  Unrestricted 

40,744 

Market  Based  Outfitter  Combo  Sales 

39.462 

HUD  Section  8  Housing 

39,398 

Health  Facilities  Authority 

38.019 

Petroleum  Storage  Tank 

35.729 

MSU  Unexpended  Plant 

35.117 

Noxious  Weed  Admin 

34,271 

MUS  Self-Funded  Worke 

33,954 

MSU-GCOT  Unexpended  Plant 

33,631 

OSM  Trust  Fund  ■  Coal 

32,874 

Lvstk  Per  Capita  Fees 

32,378 

UM-TECH  Restricted 

6,564 

Enterpnse  Fund 

30,354 

2003A  LRBP  Bonds 

29,150 

Rural  Develop  &  Rehab 

29,127 

MSU-EXT  Designated  Fund 

28.460 

UM-HCOT  Unrestricted 

28,359 

CST  04A  Refund  Debt  S 

27,936 

2004B  LRBP 

26,674 

Mountain  Sheep  Account 

24,828 

BVSL  Special  Revenue 

24,747 

Coal  Bed  Methane  Prot 

24,635 

Landusky  Reel 

24,298 

Zortman  Reclamation  Short  Term 

23,977 

Warm  Water  Fish  Stamp 

23.656 

Housing  Trust  Fund 

23,553 

UM-MSO  Student  Loans 

22,914 

Habitat  Trust 

22,316 

Energy  Conservation  Exxon 

21,985 

UM-TECH  Student  Loans                                    12 

!.205                  3.623                   1,372 

MSU-AG  Restricted  Fund 

10,589 

GO  03  SBP  Bond  Proceeds 

20,794 

Hard  Rock  Mining  Reclamauon 

20.740 

PERS  Educational  Program 

19,563 

State  Lottery  Fund 

19.552 

Enhanced 'i-I-l  Emergency 

18.263 

MSU-Northem  Gen  Operation 

18.128 

Fishenes  Mitigation  Private 

17.545 

River  Restoration  Account 

17.537 

Fishing  Access 

17.414 

Uninsured  Employer  Fund 

16.938 

Alternative  Energy  Loan  Fund 

16.764 

UM-TECH  Unexpended  Plant 

16.652 

Coal  Tax  Trust  Account 

16.559 

Charles  Bair  Trust 

1.078                  3.342 

MSU-GCOT  General  Operation 

16.016 

MSU-GCOT  Designated  Fund 

15.973 

CST  2003A  Tax  Debt 

15.870 

Pegasus  Bankruptcy  Operations 

15.529 

UM-TECH  Renewal  and  Replacement 

14,965 

Waterfowl  Stamp 

14.953 

Cashed  Plan  II  Liquidation 

14.340 

UM- Western  Auxiliary 

14,081 

SEC  8  Project  Based 

13,458 

MSU-EXT  General  Operating 

13,146 

Rural  Physicians  Trust 

12,350 

Montana  Hentage  Preservation 

12.200 

MSU-Billings  Unexpended 

11.949 

Luzenac  America- Yello 

11,655 

Juvenile  Accountabiliy 

10,781 

MSU  Endowment  Funds 

1,356 

Pest  Ag  Chemical  Group 

10,489 

Pool  Distributions — 
ITIP  MPEP 


■! 


1.270 
469 


24.305 


4,441 
10.896 


11.663 


49.384 

45.659 
44.410 
43,954 
43.684 
43,628 
43.304 
41.447 
40.922 
40.744 
39.462 
39.398 
38.019 
35.729 
35.117 
34.271 
33.954 
33.631 
32.874 
32.378 
30.869 
30.354 
29.150 
29.127 
28.460 
28.359 
27.936 
26,674 
24.828 
24.747 
24.635 
24.298 
23,977 
23.656 
23,553 
22.914 
22.316 
21.985 
21.642 
21.485 
20.794 
20.740 
19.563 
19.552 
18.263 
18.128 
17.545 
17.537 
17.414 
16.938 
16.764 
16.652 
16.559 
16.083 
16.016 
15.973 
15.870 
15.529 
14.965 
14.953 
14.340 
14.081 
13.458 
13.146 
12.350 
12.200 
11.949 
11.655 
10,781 
10.643 
10.489 
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\ccouin  DocriDliop 


i^diib^l 


Pool  DatribulioD» — 
MTIP  MPEP 


ig^iiJMk 


1 


Ace  Cly  SKkA/acanon 

Energy  Conservation  Stnpper 

Pegasus  •  Basin  Mine 

UM-Wcstcm  Rcne^\  and  Replacenrteni 

MSL'-Bititn^s  Loan  Fund 

Unlocaied  Mineral  Owners  Trust 

Real  Estate  Recovery 

Broadwater  Imgation 

457  Plan  -  Administration 

MSU-GCOT  Auxiliary  Fund 

Treasure  Suile  Endowment 

UM-HCOT  Unexpended  Plant 

Wildlife  Mitigation  Pnvate 

Development  FinaiKe  Bonds 

Prodtice  Account 

GO  SBP  Debt  Service 

UM-Weslem  Unexpended 

GO  Bond  Loan  Loss  Reserve 

Sotiolka  Memorial  Tnist 

Stale  Lands  Resource  Development 

James  H  Bradley  Memonal 

Thomas  Teakle  Trust  Fund 

Big  Horn  Limestone 

Moore-Sipple  Connection 

PERS-DC  Disabiht) 

Marketing  Service 

Section  8FSS  Escrow 

Water  Storage 

Real  Esutc  Trust 

GST  04B  Debt  Service 

HFA  Loan  Program 

Environmental  Rehab  and  Response 

Oil  and  Gas  Damage  Mitigation 

Claibome-Oncnberg-MHP  Trust 

CST  200 IF  Taxable  Debt  Service 

Pesticide  Management 

Pegasus  -  Beal  Mountain 

Acquisitions  Trust 

2003B  LRBP  Bonds 

MSU-GCOT  Retirement 

OSM  Trust  Fund  •  Acid 

Foster  Children's  Trtist 

MSU  Agency  Funds 

I996D  LRBP  Bonds 

Stlte-Tnbal  Economic  Development 

CERCLA  GO  Bond  Procee 

Milk  Control  Bureau 

Mcmn- Wheeler  Memonal 

VC  Nauonal  Park  Service 

MSU-Nonhcm  Lnn  Fund 

Cashed  Plan  I  Liquidation 

UM-Westem  Designated 

Montaru  Stale  Library 

Flexible  Spending  Fund 

I999C  LRBP  Bond 

MSU-FIRE  Designated  Fund 

Special  Law  Enforcement 

BOH  Financial  Program 

300SB  LRBP  Bonds 

UM-Westem  Student  Loans 

Montana  Pole-Miners  B 

Fishing  Access  Site 

Montana  Arts  Council 

MSU-GCOT  Rcncvnl  and  Rplacemeni 

Sobotka  Expendable  Trust 

MKTobusiness  Admin 

UM-TECH  Designated 

Rail  Construction  Trust 

UM-TECH  Auxiliary 

EDA  Revolving  Loan  Fund 

FYOI  CST  Taxable  Bond 


10.410 
9.832 
9.239 
9,139 
1.496 
S.474 
S.432 
S.254 
7.589 
7.427 
7J70 
7J53 
7.340 
7J8I 
7.016 
6.774 
6.465 
6,352 

6.173 
290 
291 
6.108 
5.415 
5.212 
5.182 
5.160 
5.135 
4.799 
4,733 
4,583 
4,329 
4,237 
4,100 
4.093 
4,080 
4,068 
361 
3,989 
3.908 
3.901 
3J46 
3.166 
3.127 
3.055 
2.9M 
2.855 
62 
2.807 
2.767 
2.686 
2.664 
2.6S8 
2.613 
2.573 
2.559 
2.397 
2J45 
2.331 
2J24 
2.239 
2J07 
2.160 
2.143 
2.014 
2.055 
2.005 
I.9S3 
1.914 
1.860 
1,839 


4,608 
3,975 


6J02 


1.256 
1,888 


3,151 


895 


1,888 


10,410 
9,832 
9J39 
9.139 
8.496 
8.474 
8.432 
8.254 
7.589 
7.427 
7J70 
7J53 
7.340 
7.281 
7.016 
6.774 
6.465 
6J52 
6J02 
6.173 
6.155 
6.154 
6.108 
5,415 
5.212 
5.182 
5.160 
5.135 
4.799 
4.733 
4.583 
4J29 
4.237 
4.100 
4.093 
4.080 
4.068 
4.056 
3.989 
3.908 
3.901 
3.346 
3.i66 
3.127 
3.055 
2.964 
2.855 
2.845 
2.807 
2.767 
2.686 
2.664 
2.658 
2.613 
2.573 
2,559 
2J97 
2J45 
2J3I 
2.324 
2J39 
2.207 
2.160 
2.143 
2.084 
2.055 
2,005 
1.983 
1.914 
1.860 
I.8J9 


Appendix  A  -  Total  Income  By  Fund 


Account  Description 

inHiHiil^ii 

MSU-GCOT  Restricted 

Gear  Up  Essay  Scholar 

Nongame  Wildlife  Account 

Ofl'Hw  Vehicle  Park 

Search  &  Rescue 

UM-Forest  Expenmenlat  Station 

Sigerson  Fellowship  Exhibit  Tour 

Hazardous  Waste-CERCL 

Parks  Enterpnse  Account 

PERS  Defined  Contribution 

UM-HCOT  Endowments 

2000C  LRBP  Bonds 

199SBLRBP  Bonds 

MSU-AG  Renewal  and  Replacement 

MSU-FIRE  Genera]  Operating 

MSU-Bilhngs  Retirement 

Grain  Services 

MSU-AG  Unexpended  Plant 

Potato  Research  &  Marketing 

UM-Westem  Retirement 

GST  90  A  Fisheries  Mitigation 

Commercial  Fertilizer 

CST  97B  Debt  Service 

Protest  Oil/Gas  Royal 

Commercial  Feed 

PERS-DC  Education 

Paddleflsh  Roe  Account 

Arbitrage  Rebate 

Woodville  Highways 

Broadwater  O  &  M 

Off-Highway  Vehicle 

Alfalfa  Seed  Assessment 

Pegasus  Reclamation/Zortman 

Stripper  Wells  Oil 

Moose  Auction 

Washington  Gulch  Bond  Forfeit 

CST  200 IE  Tax  Debt  Service 

Stripper-SECP 

Affordable  House  Rev 

Diamond  Shamrock-Administration 

Yellowstone  Groundwater 

Tongue  River  Fed 

Snowmobile  Registration 

Basin  Creek  Mine  -  Luttnll 

Organic  Certification 

Haynes  Collection  Trust 

2060D  IT  Bonds 

Nursery  Account 

Upland  Game  Bird  Planting 

Water  Well  Contractor 

Exxon-SECP 

Pegsaus  Reclamation/Zonman 

Elk  Auction 

200IB  LRBP  Bonds 

Churchill  Endowment 

Off-Hwy  Vehicle  Acct 

MSU-Nonhem  Endowment 

MSU-Billings  Restricted 

Montana  lA  Disaster  Fund 

Fert_  Ag  Chemical  Group 

Seed  Account 

Mint  Committee 

FYOl  CST  Nontaxable  Bond 

AG  NB  Private  Funds 

Mule  Deer  Auction 

Anhydrous  Ammonia  Account 

Snowmobile  Registration 

Commercial  Dealer/Public  Ware 

Stripper-SBP 

Donated  SAR  -  Aeronautics 

Alfalfa  Leaf  Cutting  Bees 


Investment 
Income 


— Pool  Distributions — 
MTIP  MPEP 


1.827 

1.764 

1,756 

1.742 

1,737 

1.667 

1,564 

1.531 

1.517 

1.499 

1,093 

1,353 

1.343 

1,335 

1,301 

1.291 

1.282 

1,253 

1.192 

1,182 

1,160 

1,150 

1,059 

1,038 

1,032 

968 

928 

914 

913 

905 

897 

886 

816 

784 

721 

716 

699 

683 

671 

621 

613 

603 

603 

581 

551 

546 

537 

519 

491 

460 

454 

430 

418 

369 

350 

317 

299 

282 

270 

254 

250 

237 

234 

217 

172 

165 

162 

159 

140 

116 

112 


263 


1.827 

1,764 

1.756 

1,742  ': 

1.737 

1.667 

1,564 

1,531 

1,517 

1,499 

1,356 

1,353 

1,343 

1,335 

1,301 

1.291 

1.282 

1,253 

1,192 

1,182 

1,160 

1,150 

1,059 

1,038 

1,032 
958 
928 
914 
913 
905 
897  , 
886  ' 
816 
784 
721 
716 
699 
683 
671 
621 
613 
503 
603 
581 
551 
546 
537 
519 
491 
460 
454 
430 
418 
369 
350 
317 
299 
282 
270 
254 
250 
237 
234 
217 
172 
165 
162 
159 
140 
116 
112 
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invesimeai 

yi^ 

MDjP 

Pool  Distribution» 

•> 

Tgl 

DM- Western  Endowment 

^■■■■1 

100 
98 

100 

CST  97A  Debi  Service 

98 

Stale  Noxious  Weed  Forage 

80 

80 

CST  OIC  Refunding  Debt  Service 

35 

35 

Child  Abuse  &  Neglect 

33 

33 

Glacier  General  Insurance 

30 

30 

E«on-lCP 

26 

26 

Beginning  Farm  Loans 

12 

12 

Oil  CKcrchart'c  Leave 

4 

4 

I.rSS  \DM\\  EXPENSf 
SIBTOTAL 
LESSRFBPSTIP  IVfOME 

80,088.82: 

i::,303i 

35,276,121 

(:.448.4l6l 

I2.459.209l 
36.567.056 

(2.641.3301 
8.541379 

13.734.605 1 
209,679 

1233.4171 
118.591.763 

95JII.9W 

85J21.9-'9 

ni.oasMU 

(9.408,832, 
364,596,997 

(2.448.4161 

1  1  VN  If  HI'  >'l  If  1^1  I  i\U 

-^"'^^ 

11.219.191) 

______ 

,,^^_^ 

^^^^^ 

^^^^^ 

^^^^^ 

(1.219.191) 

3Bi 

^^P 

^^r 

^^^P 

^^E 
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APPENDIX  A  -  Securities  Listings  By  Portfolios  As  Of  June  30.  2005 


Abandoned  Mine 


Abandoned 
Abandoned 
Abandoned 
Abandoned 
Abandoned 
Abandoned 
Abandoned 
Abandoned 

Abandoned 
Abandoned 
Abandoned 
Abandoned 
Abandoned 
Abandoned 
Abandoned 


Mine 
Mine 
Mine 
Mine 
Mine 
Mine 
Mine 
Mine 

Mine 
Mine 
Mine 
Mine 
Mine 
Mine 
Mine 


Abandoned  Mine 


Abandoned  Mine 


AMERICAN  GEN  FIN  CORP  MTN 
CITIGROUP  INC 

COUNTRYWIDE  HOME  LNS  INC 
GENERAL  ELEC  CAP  CORP  MTN 
GENERAL  MTRS  ACCEP  CORP 
J  P  MORGAN  CHASE  +  CO 
WACHOVIA  CORP  2ND  NEW 
WELLS  FARGO  +  CO  NEW- 
CORPORATE  OTHER 
FEDERAL  HOME  LN  BKS 
FEDERAL  HOME  LN  BKS 
FEDERAL  HOME  LN  MTG  CORP 
FEDERAL  HOME  LN  MTG  CORP 
FEDERAL  HOME  LOAN  MTG  CO 
FEDERAL  NATL  MTG  ASSN 
UNITED  STATES  TREAS  NTS 
GOVERNMENT  DIRECT-INDIRECT 
HOUSEHOLD  FIN  CORP 
YANKEE  BONDS 


TOTAL  FIXED  INCOME 


4.100,000.00 


4.08S.Sn.03 


SHORT  TERM  INVESTMENT  POC 


I  000 


12/31/10 


353  ^S 


::7.353  4S 


Easd 

Securih'  Name 

Coupon 

Maturity 

Par/Shares 

Book  Value 

Fair  Value 

Treasurer's  Fund 

US  BANK  SWEEP  REPO 

3  000 

07/01/05 

16.542.233  93 

16.542.233  93 

16.542.233  93 

TOTAL  CASH  EQUIVALENT 

16.S42.23S.93 

1 6.542.233.93 

16.S42.233.93 

Treasurer's  Fund 

FEDER.'M  AGRIC  MTG  CORP  MT 

5300 

04/24/06 

20.000.000  00 

20.437.531  71 

20,238,782,00 

Treasurer's  Fund 

FEDERAL  FARM  CR  BKS 

3  100 

01/22/08 

10.000,000  00 

9,783,013  14 

9,792,552.00 

Treasurer's  Fund 

FEDERAL  HOME  LN  BK 

4  000 

03/30/07 

10.000,000.00 

10,000.000  00 

9,983.260  00 

Treasurer's  Fund 

FEDERAL  HOME  LN  BKS 

2  375 

02/15/06 

10,000.000.00 

10,003.8%  09 

9.915.371  00 

Treasurer's  Fund 

FEDERAL  HOME  LN  BKS 

3  750 

09/29/06 

10.000,000.00 

9.973.610.00 

9.980,732  00 

Treasurer's  Fund 

FEDERAL  HOME  LN  BKS 

3  500 

08/15/06 

10,000.000  00 

10.127,397  62 

9,958.662  00 

Treasurer's  Fund 

FEDERAL  HOME  LN  BKS 

2.500 

03/15/06 

10,000.000  00 

10,015,97489 

9,913,340.00 

Treasurer's  Fund 

FEDERAL  HOME  LN  BKS 

2  250 

05/15/06 

10,000,000  00 

9.990.323  26 

9,865,126  00 

Treasurer's  Fund 

FEDERAL  HOME  LN  BKS 

2.750 

11/15/06 

10,000.000  00 

10,034.867  98 

9,846,188  00 

Treasurer's  Fund 

FEDERAL  HOME  LN  BKS 

3.250 

02/26/07 

10,000,000  00 

10.001.979  71 

9.909,400  00 

Treasurer's  Fund 

FEDERAL  HOME  LN  BKS 

3  375 

09/14/07 

10.000.000  00 

10.054,258  66 

9.907,155  00 

Treasurer's  Fund 

FEDERAL  HOME  LN  BKS 

3  750 

11/30/06 

15,000.000  00 

14.993.571  13 

14,965,755  00 

Treasurer's  Fund 

FEDERAL  HOME  LN  MTG  CORP 

3  050 

01/19/07 

5.000,000  00 

4.945.357  33 

4,936.297  50 

Treasurer's  Fund 

FEDERAL  HOME  LOAN  MTG  CO 

2850 

02/23/07 

15.000,000  00 

14.988.218  15 

14,748,139  50 

Treasurer's  Fund 

FEDERAL  NATL  MTG  ASSN 

3  250 

11/15/07 

10,000.000.00 

9,931,540  76 

9.865,15500 

Treasurer's  Fund 

FEDERAL  NATL  MTG  ASSN 

3  010 

06/02/06 

15.000,000.00 

14,996,763  69 

14,891,044.50 

Treasurer's  Fund 

FEDERAL  NATL  MTG  ASSN 

3  000 

08/15/07 

10.000.000.00 

9,958,050  42 

9,827.943.00 

Treasurer's  Fund 

FEDERAL  NATL  MTG  ASSN 

3  550 

11/16/07 

10.000,000.00 

10,000,000  00 

9,925.760  00 

Treasurer's  Fund 

FEDERAL  NATL  MTG  ASSN 

3  250 

05/1 1/07 

15.000,000  00 

14,991.279  96 

14.845.93200 

Treasurer's  Fund 

FEDERAL  NATL  MTG  ASSN  MTN 

2  200 

12/04/06 

10.000,000  00 

9,825,896.60 

9.769,472  00 

Treasurer's  Fund 

FEDERAL  NATL  MTG  ASSN  MTN 

3,310 

01/26/07 

15.000,000  00 

14,956,131  11 

14,869,222.50 

Treasurer's  Fund 

FREDDIE  MAC 

2.875 

05/15/07 

10,000,000  00 

9,971,983  06 

9.833,963  00 

Treasurer's  Fund 

UNITED  STATES  TREAS  NTS 

2,500 

09/30/06 

10,000,000.00 

9,895,865  38 

9,867.188  00 

Treasurer's  Fund 

UNITED  STATES  TREAS  NTS 

3  125 

01/31/07 

10,000,000  00 

9,958,128  07 

9.921,094  00 

GOVERNMENT  DIRECT-INDIRECT 

270,000.000.00 

269,835,638,72 

267,577.534.00 

TOTAL  FIXED  INCOME 

270.000.000.00 

269.S3S.638.72 

267.S77.S34.00 

Treasurer's  Fund                       SHORT  TERM  INVESTMENT  POC 

1  0011 

I2,'31/10 

348,097,291  72 

34S.097.29I  72 

348.097.291  72 

TREASURER'S  FUND  TOTAL 

634,639,525.65 

634,475,164.37 

632,217,059.65 

STATE  STREET  REPO 

2  250 

U7/0I/05 

103.505  20 

103.505  20 

103.505  20 

T0T.4L  CASH  EQUIVALENT 

I03.S0S.20 

I03.S0S.20 

I03.S0S.20 

4  875 

05/15/10 

200,000  00 

199,972  75 

202,71638 

5  750 

05/10/06 

100.000.00 

99,998  44 

101,754  73 

2,875 

02/15/07 

200,000,00 

199,848.80 

195,934  78 

5375 

03/15/07 

200,000  00 

199,846  97 

204,669  44 

7.500 

07/15/05 

100,000  00 

99,999  26 

100,090  23 

5  350 

03/01/07 

200.000.00 

199,666  II 

204,409  54 

4  950 

11/01/06 

100.000  00 

99,941  44 

101.479  98 

5900 

05/21/06 

100,000  00 

99,978  15 
1,199J!51.92 

101.938  16 

1,200.000.00 

1.212,993.24 

4875 

11/15/06 

200,000  00 

199,218  98 

202.742.00 

4.875 

02/15/07 

400,000  00 

399,971  37 

406.296  88 

3  625 

09/15/08 

200,000.00 

200,469  22 

198,352  20 

2.125 

11/15/05 

500,000.00 

499,92339 

497,25385 

2  850 

02/23/07 

500,000  00 

499.607  27 

491,604  65 

6  000 

12/15/05 

400,000  00 

400.652  04 

404,314  08 

3  000 

02/15/09 

500.000  00 

486,550  84 

488,320  50 

2.700.000.00 

2,686,393  11 

2.688.884.16 

4  750 

05/15/09 

200.000  00 

199,866  00 

203.123  32 

200,000  00 

199,866.00 

203.123.32 

4.I0S.000.72 


ABANDONED  MINE  TOTAL 


5.430,859 


5,435,860 


FWP  Mitigation 

FWP  Mitigation 
FWP  Mitigation 


STATE  STREET  REPO 

2  250 

07,'Oi/05 

414.020  80 

41 4.1.120  S(.' 

414,020  80 

TOTAL  CASH  EQUIVALENT 

414.020.80 

414.020.80 

414.020.80 

AMERICAN  GEN  FIN  CORP  MTN 
CITIGROUP  INC 


4  875         05,-15/10 

5  750         05/10/06 


500,000  00 
400.000.00 


499,931  88 
399,993  82 


506,790  95 
407,018.92 
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OS  As  Of  June  30, 

2005 

I^und 

SrtlT'TY  Name 

CUUDOD 

M«lurit> 

Par/Shares 

HiKik  N  aluc 

Fair  V«'»t 

FWP  Miugalion 

COUNTRYWIDE  HOME  LNS  INC 

2  875 

02/15/07 

400.0(X)  00 

1w  fiM?  'i(i 

391.869  56 

FWP  Mmgation 

GENERAL  ELEC  CAP  CORP  MTN 

5375 

03/15/07 

500.000  00 

499.617  43 

511.67360 

FWP  Miiigalion 

GENERAL  MTRS  ACCEPCORP 

5625 

05/15/09 

300.000  00 

305.567  31 

278.770  68 

FWP  Mitigation 

J  P  MORGAN  CHASE  +  CO 

5  350 

03/01/07 

400,000  00 

399.332  23 

408.819  08 

FWP  Mitigation 

WACHOVIA  CORP  2ND  NEW- 

4  950 

11/01/06 

400,000  00 

399.765  76 

405.919  92 

FWP  Mitigation 

WELLS  FARGO  +  CO  NEW 
CORPORATE  OTHER 

5900 

05/21/06 

200.000  00 

199.956  29 

203.87632 

3.100,00000 

3.103,86232 

3.1 14.73903 

FWP  Mitigation 

FEDER^VL  HOME  LN  BKS 

4  875 

11/15/06 

800.000  00 

7%.875  93 

810.968  00 

FWP  Mitigation 

FEDERAL  HOME  LN  BKS 

4  875 

02/15/07 

800,000  00 

799,942  74 

812,593  76 

FWP  Mitigation 

FEDERAL  HOME  LN  MTG  CORP 

3  625 

09/15/08 

500,000  00 

501,173  04 

495,880  50 

FWP  Mitigation 

FEDERAL  HOME  LN  MTG  CORP 

2  125 

11/15/05 

700.000  00 

699.892  74 

6%,  155  39 

FWP  Mitigation 

FEDERAL  HOME  LOAN  MTG  CO 

2  850 

02/23/07 

1.000.000  00 

999.214  54 

983,209  30 

FWP  Mitigation 

FEDERAL  NATL  MTG  ASSN 

6000 

12/15/05 

500.000  00 

500.815  03 

505.392  60 

FWP  Mitigation 

UNITED  STATES  TREAS  NTS            3  000 
GOVERNMENT  DIRECT-INDIRECT 

02/15/09 

800.000  00 

778.481  34 

781.312  80 

5,100,000.00 

5,076.395  36 

5,085,51235 

FWP  Mitigaiion 

HOUSEHOLD  FIN  CORP 

4  750 

05/1 5«9 

500.000  00 

499.665  00 

507.808  30 

YANKEE  BONDS 

500.000  00 

499.665  00 

507.808  30 

TOTAL  FIXED  I.WOME 

s.700.000.00 

S.679.9:2.6/t 

S.70S.0S9.6S 

FWP  Milmalion 

SHORT  TERM  INVESTMENT  POC 

lOOO 

12/31  1" 

;.0h8.:ii  7.1 

2.068.: :  1  "1 

2.1-168,211  73 

FWP  MITIGATION  TOT A 

L 

11,182,232.53 

11,162,155.21 

11,190.292.21 

Montana  Pole 

STATE  STREET  REK) 

2  2^ 

,-      1     ,; 

(J?:, 783  SO 

h72,7S5  SO 

'i"2  7S.1  80 

TOTAL  CASH  EQVHALENT 

672.7i3.S0 

672.7S3.S0 

672.7S3.S0 

Montaita  Pole 

COL  NTR-l  U  IDF  HOME  LNS  1\C 

2  875 

02/15/07 

800.000  00 

799.395  20 

7S3.739  12 

Montana  Pole 

GENERAL  ELEC  CAP  CORP  MTN 

5  375 

03/15/07 

1,000.00000 

999  J34  88 

1,023.347  20 

Montana  Pole 

WACHOVIA  CORP  2ND  NEW 

4  950 

11/01/06 

1.000.000  00 

999.41440 

1,014.799  80 

Montana  Pole 

WELLS  FARGO  *  CO  NEW 

5900 

05/21/06 

200.000  00 

199.956  29 

203.876  32 

CORPORATE  OTHER 

3,000.000  00 

2,998,000  77 

3.025,762  44 

Montana  Pole 

FNMAPOOL313'W<) 

6000 

02A)I/13 

274.372  35 

273.332  17 

284.179  02 

GOVERNMENT-MORTGAGE  BACKED 

274,37235 

273,332  17 

284.179  02 

Montana  Pole 

FEDERAL  HOME  LN  BKS 

4  875 

11/15/06 

1,000.000  00 

9%.094  92 

1.013.71000 

Montana  Pole 

FEDERAL  HOME  LN  BKS 

4  875 

02/15/07 

700,000  00 

699.949  89 

711.019  54 

Monuna  Pole 

FEDERAL  HOME  LN  MTG  CORP 

2  125 

11/15/05 

1.000.000  00 

999.846  78 

994.507  70 

Montana  Pole 

FEDERAL  HOME  LOAN  MTG  CO 

2  850 

02/23/07 

1.000.000  00 

999.214  54 
3,695,106  13 

983.209  30 

GOVERNMENT  DIRECT-INDIRECT 

3,700.00000 

3.702.446  54 

Montana  Pole 

TRUST  FUNDS  BOND  l'(X)L 

1  000 

12/31/09 

14.016.100  00 

13.799.273  65 

14.205.786  61 

TOTAL  FIXED  ISCOME 

20,990.47135 

20.76S.7I272 

2l.2IS.n4.6l 

Montana  Pole 

SHORT  ILRM  1N\ TSTMCNT  P(X 

I  (KX) 

i: 31  10 

tZtSXtl  16 

^265.897  Ip 

(■265.897  lb 

MONTANA  POI.F.  TOTAL 

27,929,15331 

27,704J93.68 

28.156.8S5.S7 

FWP  License  Account 

COUNTRYWIDE  HOME  LNS  INC 

2  875 

02/15/07 

700.000  00 

699,470  80 

hS5.771  73 

FWP  License  Account 

GENERAL  ELEC  CAP  CORP  MTM 

5  375 

03/15/07 

1.000.000  00 

999J34  88 

1.023.347  20 

FWP  License  Account 

J  P  MORGAN  CHASE  +  CO 

5  350 

03/01/07 

700.000  00 

698.831  41 

715.433  39 

FWP  License  Account 

WACHOVIA  CORP  2ND  NEW 

4  950 

11/01/06 

1.000.000  00 

999.414  40 

1.014.799  80 

CORPORATE  OTHER 

FEDERAL  HOME  LN  BKS 

3,400,00000 
2,000,000  00 

3.396,951  49 
1.992,189  85 

3.439 JS2  12 

FWP  License  Account 

4  875 

11/15/06 

2.027.420  00 

FWP  License  Account 

FEDERAL  HOME  LN  BKS 

4  875 

02/1 5A)7 

2.000.000  00 

1.999.856  86 

2.031.484  40 

FWP  License  Account 

FEDERAL  HOME  LN  MTG  CORP 

2  125 

11/15/05 

1.000.000  00 

999.846  78 

994.507  70 

FWP  License  Account 

FEDERAL  HOME  LOAN  MTG  CO 

2850 

02/23/07 

1.000.000  00 

999.214  54 

983.209  30 

GOVERNMENT  DIRECT-INDIRECT 

6.000.000.00 

5.991.108  03 

5.036.62140 

TOTAL  FI\EDI\COME 

9.400.000.00 

9.3SS.0S9.S2 

9.47S.973.S2 

FWP  1  icensc  Account 

SIIOKI   LL  KM  INVESTMENT  PtX 

1000 

li31.1i» 

IS.K7y,.!(i.S  S7 

\S  8^'^  Vis  S" 

IS  s^'t  Ins  s^ 

FWP  LICENSE  ACCOl  NT 

TOTAL 

28.279J08.87 

28,267J68.39 

28J5.5.2«2.39 

Streamside  Tailings 

SI  ATI   SLKI  ir  Kl  I'd 

:  :>o 

07/01 '05 

1,105  ]5m«i 

^,|ll,^  |v„.. 

i  ]•<<•  I<'.|10 

TOTAL  CASH  EQVUALENT 

S.I05.IS6.O0 

3.I0S.IS6.Q9 

3.I0$.I56.00 

Slreunsidc  Tailings 

A\     11  WORTH  11I,)HN  TR 

5  500 

10/05/10 

;.5_i(,,.tiw48 

2,51fi..l09  48 

2.4Mi,0S2  75 

Streamside  Tailings 

J  l'\l()Ri;\\  I  ll\SI   LIIMI    Mid 

4  2lX) 

07'12'35 

4,|iw  147  K(> 

4  128,0'' 1  ^5 

4,(N4,9f.<,  17 

Ct^RPORALE  ASSET-BACKED 

6.645.457  34 

6.664.381  13 

6.563.1^9  12  1 

Streamside  Tailings 

(.1  M  KM    MIRS   \(C  1  PCORP 

■!  5"<1 

07  15115 

t  ■>«!  llOOOtI 

2.999  g78  15 

3.002.706  90 

CdRPORAM  liTHFR 

3.000.000  00 

2.999.978  15 

3.002.706  90 

Streamside  Tailings 

FbUHM  IN  PI   (S  K  >l.  I.U0(>5'< 

6000 

04/01/14 

661.853  40 

661.440  42 

685.406  05 
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Find 

Slreamside  Tailings 


Security  Name 

FNMA  POOL  254233 


Coupon 

5  000 


Maturih' 

03/01/17 


Par/Shares 

2.251.111  85 


Book  X'alue 

2.186.903  16 


Streamside 
Streamside 
Streamside 
Streamside 
Streamside 


Tailings 
Tailings 
Tailings 
Tailings 
Tailings 


IGOVERNMENT-MORTGAGE  B.'^CK£D 


2.912.965  25 


2,848.34358 


Streamside  Tailings 


Streamside  Tailinqs 


SHORT  TERM  INVESTMENT  POC 


12/31/10 


2.740.283  51 


2.740.283  51 


Fair  Value 

2.282.504  28 


2.967.910  33 


ENSCO  OFFSHORE  CO  6.360  12/01/15  3.500,078  99  3.500.078  99  3.824.85132 

FEDERAL  HOME  LN  BKS  2.375  02/15/06  5.000.00000  4.997,733  05  4.957.685  50 

FEDERAL  HOME  LNMTG  CORP  5.125  05/13/13  5.000,000  00  5.000.000  00  4.974.998  00 

MAYBANKNAVLLC  7,620  07/25/20  3.875.000  00  3,875.000  00  4.096.223  75 

UNITED  STATES  TREAS  NTS  3  000  12/31/06  3.000.00000  2.989.703  3J 2.972.460  00 


GOVERNMENT  DIRECT-INDIRECT 

20.375.078  99 

20.362.515  37 

20.826.218  57  | 

TRUST  FUNDS  BOND  POOL 

000 

12/31/09 

54.745.400  00 

53.498.249  39 

55  486.295  78 

TOTAL  FIXED  INCOME 

87.678,901.58 

86.373.46762 

88.846.180.70 

STREAMSIDE  TAILINGS  TOTAL 


93324^41.09 


92,218,907.13 


94,691,620.21 


UCFRB  Restoration 

UCFRB  Restoration 

UCFRB  Restoration 

UCFRB  Restoration 
UCFRB  Restoration 

UCFRB  Restoration 
UCFRB  Restoration 


SHORT  TERM  INVESTMENT  POC 


1  000 


6,294.775  28 


6.294.775  28 


Stale  Fund  Insurance 

State  Fund  Insurance 
State  Fund  Insurance 
State  Fund  Insurance 


Slate  Fund 
State  Fund 
Stale  Fund 
State  Fund 
State  Fund 
State  Fund 
State  Fund 
State  Fund 
State  Fund 
State  Fund 
State  Fund 
State  Fund 
State  Fund 
State  Fund 
State  Fund 
State  Fund 
State  Fund 
State  Fund 
State  Fund 
State  Fund 
Slate  Fund 
Slate  Fund 
Stale  Fund 
State  Fund 


Insurance 
insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 
Insurance 


ABBOTT  LABS 

ALTRIA  GROUP  INC 

AMERICAN  AIRLINE 

AMERICAN  GEN  FIN  CORP  MTN 

BANK  AMER  CORP 

BANK  AMER  CORP 

BANK  ONE  TEX  N  A  MT  SUB  BK 

BANKBOSTON  NA  MTN 

BORG  WARNER  AUTOMOTIVE  I 

BURLINGTON  NORTHN  RR  CO 

BURLINGTON  NORTHN  SANTA  1 

CENTEX  CORP 

CIT  GROUP  EQUIP  FING  INC 

CIT  GROUP  INC  NEW 

CITIGROUP  INC 

CITIGROUP  INC 

CONTINENTAL  AIRLS 

COUNTRYWIDE  HOME  LNS  INC 

COX  COMMUNICATIONS  INC  NE 

CSX  CORP 

DELTA  A!R  LINES  INC  DEL 

DETROIT  EDISON  CO 

DONNELLEY  R  R  +  SONS  CO 

ENTERGY  ARK  INC 


STATE  STREET  REPO 

2  250 

07/01/05 

1.552.578  00 

1.552.578  00 

1.552.578  00 

T0T.4L  CASH  EQUIV.ALENT 

I.S52.578.00 

1.552.578.00 

1.552.578.00 

J  P  MORGAN  CHASE  COML  MTG 

4  200 

07/1 2 '35 

4.109.14781 

4.128.071  60 

4.094.906  32 

CORPORATE  ASSET-BACKED 

4.109.147  81 

4.128.071.60 

4.094.966  32 

GENER.'\L  MTRS  ACCEP  CORP 

7500 

07/15/05 

3.000.000  00 

2.999.978  15 

3.002.706  90 

CORPORATE  OTHER 

3.0O0.00O.00 

2.999.978.15 

3.002.706.90 

ENSCO  OFFSHORE  CO 
UNITED  STATES  TREAS  NTS 

6  360 

3  000 

12/01/15 

12/31/06 

3.500.078  99 
3.000.000  00 

3.500.078  99 
2.989.703  33 

3.824,851  32 
2.972.460  00 

GOVERNMENT  DIRECT-INDIRECT 

6.500.078  99 

6.489.782.32 

6.797.31132 

TRUST  FUNDS  BOND  POOL 

1  000 

12/31/09 

137.707.000  (XI 

133.497.852  97 

139.570.654  93 

TOTAL  FIXED  INCOME 

151,316.226.80 

147,115.685.04 

153.465.639.47 

6.294.77528 


USFRB  RESTORATION  TOTAL 

159.1634180.08 

154,963,038.32 

16IJI2,992.7S 

UCFRB  Access 

TRUST  FUNDS  BOND  POOL 

1000 

1 2/3 1  /09 

15.498.900  00 

15.116.452  99 

15.708.654  05 

TOTAL  FIXED  INCOME 

15,498,900.00 

15.116.452.99 

15.708.654.05 

UCFRB  Access 

SHORT  TERM  INVESTMENT  POC 

1  000 

12/31/10 

35.227  33 

35.227  33 

35.::7  33 

I CFRB  ACCESS  TOTAL 

I5j34.l27.J3 

15,151,680_52 

15.743,881.38 

STATE  STREET  REPO 

2  250 

07/01/05 

3.105.156  00 

3.105.156  00 

3.105.156  00 

TOTAL  CiSH  EQUIVALENT 

3,105.156.00 

3,105,156.00 

3,105,156.00 

AA  /  FT  WORTH  HQ  FIN  TR 
GALENA  CDO  CLASS  C IU7 
J  P  MORGAN  CHASE  COML  MTG 

5  500 
1  000 
4  200 

10/05/10 
01/11/13 

07/12/35 

7.925.966  86 
4.000.000  00 
12.327.443  51 

7.925.966  86 
4.000.000  00 
12.384.214  93 

7.712.758.35 
4.000.000  00 
12.284.899  04 

CORPORATE  ASSET-BACKED 

24.253,410  37 

24,310.181  79 

23.997,657  39 

3.500 

02/17/09 

10.000.000.00 

9.961.68368 

9.806.903  00 

7  650 

07/01/08 

5.000.000-00 

5,365.479.36 

5.420,418  00 

6  977 

05/23/21 

3.569.221  24 

3,560.360  49 

3.283.683  .54 

4  875 

05/15/10 

4.000.000  00 

3.999.455.01 

4.054,327  60 

3  375 

02/17/09 

5.000.000  00 

4.981.130  14 

4.871,012  00 

5  375 

06/15/14 

5.000.000  00 

4.959.011  93 

5,300,505  50 

6  250 

02/15/08 

2.000,000  00 

1.957.099  89 

2,100.384  60 

6  375 

03/25/08 

2.000.000,00 

1.958.987  19 

2.114.432,00 

7  000 

11/01/06 

3.000,000  00 

3,014.927  54 

3.107.809  80 

6  940 

01/02/14 

3.194.089  33 

3,194.089  33 

3.727.670  90 

7  160 

01/02/20 

4.373.522  92 

4,373.522  92 

5.019.212  79 

5  700 

05/15/14 

3,000.000  00 

2.996.337  08 

3.116.421  90 

6490 

01/05/21 

7.337.857  73 

7.337.857  73 

8,115,599  47 

5  750 

09/25/07 

5.000.000.00 

5,095,475  41 

5,161,227  50 

6000 

02/21/12 

5.000.000  00 

4,998,771  05 

5,464,32650 

3  625 

02/09/09 

5.000,000.00 

4,991,336  62 

4.908.479  00 

6563 

08/15/13 

5.000.000,00 

5,018,715  83 

5.313.98100 

2  875 

02/15/07 

5.000.000  00 

4,996.220  00 

4.898.369  50 

4625 

01/15/10 

3.000.000  00 

2,997,212  67 

2.992.080  00 

7  450 

05/01/07 

5.000.000,00 

4,998,615  03 

5.292.266  00 

6417 

07/02/12 

10.000.000  00 

9.968,673  31 

10.520.492  00 

5200 

10/15/12 

5.000.000.00 

4.949.48852 

5,199,201  50 

4  950 

04/01/14 

5.000.000  00 

4,817,234  18 

4,877,215  00 

4,500 

06/01/10 

3,000,000  00 

2,986,94175 

3,000.585.80 
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Fund, 

Seeuritv  Name 

C»HP9n 

Vl.iurirv 

Par/Shares 

Book  Value 

Fair  \  aluc 

Siaic  Fund  Insurance 

FIRST  CHICAGO  CORP 

6  375 

ni  woi 

2,0<)0,0'.XM)(l 

1,930.917  24 

2.143.322  20 

State  Fund  Insurance 

FIRST  UN  CORP 

7  050 

08-0 1  ;05 

5.000,000  00 

4.999,488  43 

5,016,157  00 

Stale  Fund  Insurance 

FORD  MTR  CR  CO 

5  800 

0I/I2A)9 

5.000.000  00 

5,062.588  00 

4.748.046  50 

Stale  Fund  Insurance 

FORD  MTR  CR  CO 

5700 

01/15/10 

5.000.000  00 

4,969,557  29 

4.603.67400 

State  Fund  Insurance 

GENERAL  ELEC  CAP  CORP  MTN 

4375 

II/2I/II 

2.000.000  00 

I,9%.7I0  10 

1. 995. 187  00 

State  Fund  Insurance 

GENERAL  ELEC  CAP  CORP  MTN 

5375 

03/15/07 

5.000,000  00 

5.112,572  18 

5.116.736  00 

Slate  Fund  Insurance 

GENERAL  MTRS  ACCEP  CORP 

7  500 

07/15/05 

2.500,000  00 

2.499.981  79 

2.502.255  75 

State  Fund  Insurance 

GENERAL  MTRS  ACCEP  CORP 

6  125 

08/28A)7 

5.000.000  00 

5,003,952  97 

4.937.58100 

State  Fund  Insurance 

GENERAL  MTRS  ACCEP  CORP 

5  625 

05/15/09 

5.000,000  00 

5,004,91756 

4.646.178  00 

Slate  Fund  Insurance 

GOLDMAN  SACHS  GROUP  INC 

3875 

01/15/09 

5.000.000  00 

5,040,135  33 

4.928,119  00 

State  Fund  Insurance 

INTL  LEASE  FIN  CORP  MTN 

4  550 

10/15/09 

5.000.000  00 

5.112,117  15 

5.046.075  00 

Stale  Fund  Insurance 

J  P  MORGAN  CHASE  AND  CO 

3500 

03/15/09 

10,000.000  00 

9.955,983  19 

9.736.73000 

Stale  Fund  Insurance 

KCT  INTERMODAL  TRANSN  COI 

6  884 

om\ns 

3,472.533  34 

3,472,533  34 

3.851.324  92 

Stale  Fund  Insurance 

KEY  BK  NA  MED  TERM  NTS  BK 

4412 

03/18/08 

5.000.000  00 

5,000.000  00 

5.021.160  00 

State  Fund  Insurance 

KRAFT  FOODS  INC 

4  125 

11/12/09 

3.000,000  00 

2.987.238  25 

2.974.54200 

Slate  Fund  Insurance 

LEHMAN  BROTHERS  HLDGS  INC 

3  950 

11/10/09 

3.000.000  00 

2.994.785  13 

2.958.42900 

Slate  Fund  Insurance 

MARSH  ^  MCLENNAN  COS  INC 

7  125 

06/15/09 

3,000,000  00 

2.997,056  99 

3  J45.560  20 

Stale  Fund  Insurance 

MERRILL  LYNCH  +  CO  INC 

4  125 

01/15/09 

5,000,000  00 

4.997,922  95 

4.978.322  50 

State  Fund  InsurarKe 

METLIFE  INC 

5000 

11/24/13 

5,000,000  00 

4.959,644  84 

5,086.030  00 

State  Fund  Insurance 

MORGAN  STANLEY 

4000 

01/15/10 

5,000,000  00 

4,%3,57222 

4,915,08100 

State  Fund  Insurance 

NATIONWIDE  FINL  SVCS  INC 

6  250 

11/15/11 

5,000.000  00 

5.261.827  16 

5.446.326  50 

Stale  Fund  Insurance 

NORTHWEST  AIRLSTRS 

6810 

02/01/20 

4.137.515  14 

4.084.548  1 1 

3.573,778  70 

State  Fund  Insurance 

OLD  REP  INTL  CORP 

7000 

06/15/07 

3,000.000  00 

2.999.682  56 

3.159,125  70 

State  Fund  Insurance 

PNC  FDG  CORP 

4200 

03/10/08 

5.000.000  00 

4.997.892  29 

5,001.51000 

Stale  Fund  Insurance 

PPL  MONT  LLC 

8  903 

07/02/20 

4,112,337  30 

4.112.337  30 

4,926,166  80 

State  Fund  Insurance 

PRINCIPAL  LIFE  GLOBAL  FDG  tv 

5  125 

10/15/13 

5,000,000  00 

4,993,907  53 

5.153.799  00 

Stale  Fund  Insurance 

SOUTHWEST  GAS  CORP 

8375 

02/15/11 

4,000,000  00 

3,9%.563  26 

4.685,17320 

Stale  Fund  Insurance 

UNION  PAC  CORP 

5400 

oimm 

3.000.000  00 

2,997,168  87 

3.048,413  40 

Stale  Fund  Insurance 

UNION  TANK  CAR  CO 

7125 

02/01/07 

2,000.000  00 

1,999,660  57 

2,091,434  50 

Stale  Fund  Insurance 

WASHINGTON  MUT  INC 

4  200 

01/15/10 

5,000,000  00 

4,993,147  22 

4.960.040  00 

Slate  Fund  Insurance 

WELLS  FARGO  +  CO  NEW 

4  625 

04/15/14 

5,000,000  00 

4,810,795  19 

5,035.798  50 

Slate  Fund  Insurance 

WESTERN  PPTYS  TR 

7  200 

09/15/08 

1,000.00000 

981,031  32 

1.081.054  30 

Slate  Fund  Insurance 

WYETH 

5  500 

02A)I/I4 

5,000,000  00 

4,991,691  18 

5.256.112  00 

Slate  Fund  Insurance 

ZIONS  BANCORPORATION 

5  650 

05/15/14 

inno.ooooo 

2.996,544  71 

3. 176,7%  00 

ICORPOR ATE  OTHER 

256  6')7.077  00 

256.757.098  88 

262. 712.64567  | 

Slate  Fund  Insurance 

FED  HM  I.N  PC  l'(X)L  ElX)540 

bUOO 

0301;  13 

i,:4:.:o3  7u 

1,239.128  06 

1.285.408  54 

Stale  Fund  Insurance 

FED  HM  LN  PC  POOL  E00659 

6000 

04/01/14 

l.058.%5  44 

1,058.304  69 

1.096.649  68 

State  Fund  Insurance 

FED  HM  LN  PC  POOL  GI08U 

5500 

05/01/13 

1.693.530  41 

1.692.532  04 

1.743.740  88 

Suite  Fund  Insurance 

FNMA  POOL  190985 

7  500 

08/01/09 

606.420  90 

606.421  29 

638.258  00 

State  Fund  Insurance 

FNMA  POOL  254140 

5500 

01/01/17 

9.231,714  90 

9.199,853  56 

9.493.159  84 

State  Fund  Insurance 

FNMA  POOL  254233 

5000 

03/01/17 

4,502,22370 

4.373,806  17 

4.565,008  56 

Suite  Fund  Insurance 

FNMA  POOL  254631 

5000 

02A)I/I8 

5.553,711  10 

5.602,746  80 

5.622.478  26 

State  Fund  Insurance 

FNMA  POOL  303590 

7000 

11/01/10 

746.664  60 

746,664  48 

783.152  01 

Stale  Fund  InsuraiKe 

FNMA  POOL  572220 

6000 

03/01/16 

515.943  80 

514.73603 

534.062  30 

Stale  Fund  InsuraiKe 

FNMA  P<X1I   '■12^27 

5  500 

06/01/16 

1.121.866  34 

1.100.353  -56 

1.154.339  10 

IGOVERNMIN  1  MORTG AGE  HACKED 

26.273.244  89 

2t:  1 34.546  68 

26.917.257  27  1 

Slate  Fund  InsurarKe 

ENSCOOilSIIORLCO 

0  360 

12/01/15 

3,500.078  W 

3.500,078  99 

3.824.851  32 

Stale  Fund  Insurance 

FED  HOME  LN  MTG  CORP  MTN 

4000 

07/18/18 

5.0'M),mo  i«t 

5,000,000  00 

4.898.310  50 

Stale  Fund  InsurarKe 

FEDERAL  HOME  LN  BKS 

4  125 

08/13/10 

20,000,000  00 

19,981,587  65 

20.041.940  00 

Stale  Fund  Insurance 

FEDERAL  HOME  LN  BKS 

3  625 

11/14/08 

10,000,000  00 

9.984.412  82 

9,916,919  00 

Slate  Fund  Insurance 

FEDERAL  HOME  LN  BKS 

3  750 

09/29/06 

10,000,00000 

9.973,610  00 

9,980.732  00 

Slate  Fund  Insurance 

FEDERAL  HOME  LN  MTG  CORP 

4  750 

10/11/12 

20,000,000  00 

19.948,657  50 

20,026.502  00 

Slate  Fund  Insurance 

FEDERAL  HOME  LN  MTG  CORP 

3  050 

01/19/07 

5.000.000  00 

4,945.357  33 

4,936.297  50 

Slate  Fund  Insurance 

FEDERAL  HOME  LN  MTG  CORP 

5  625 

03/15/11 

10,000.000  00 

10.053.083  72 

10.784,478  00 

Sute  Fund  Insurance 

FEDERAL  HOME  LN  MTG  CORP 

6000 

06/15/11 

15,000.000  00 

14,992.082  72 

16.504.603  50 

Suite  Fund  Insurance 

FEDERAL  HOME  LN  MTG  CORP 

3  625 

09/1 5A)8 

10,000.000  00 

10.036.899  51 

9.917,51000 

Slate  Fund  Insurance 

FEDERAL  HOME  LN  MTG  CORP 

5125 

OVI3/I3 

15,000.000  00 

15,000,000  00 

14.924.994  00 

Sute  Fund  Insurance 

FEDERAL  NATL  MTG  ASSN 

6000 

05/1  SA)8 

5.000,00000 

4.937,508  51 

5  J84,350  50 

Slate  Fund  InsuraiKe 

FEDERAL  NATL  MTG  ASSN 

7  250 

01/IVIO 

8.000,000  00 

8J!6I,877  84 

9.058.630  40 

Slate  Fund  Insurance 

FEDERAL  NATL  MTG  ASSN 

6  625 

I0/1S«7 

10.000.00000 

10,480,859  08 

10.502.552  00 

Slate  Fund  Insurance 

FEDERAL  NATL  MTG  ASSN 

6  625 

ll/IVIO 

10.000.000  00 

10.233.653  13 

11.224.583  00 

Sute  Fund  Insurance 

FEDERAL  NATL  MTG  ASSN 

4  375 

07/17/13 

20.000.000  00 

19.368.241  36 

19,704,888  00 

Sute  Fund  Insurance 

FEDERAL  NATL  MTG  ASSN 

3  375 

I2/I5«8 

15.000.00000 

I4.904J5:  57 

14,735,167  50 

Sute  Fund  Insurance 

FEDERAL  NATL  MTG  ASSN 

4  125 

04/15/14 

10.000.00000 

9.431,702  30 

9.928.386  00 

APPENDIX  A  -  Securities  Listings  By  Portfolios  As  Of  June  30,  2005 


Fund 

State  Fund  Insurance 
Slate  Fund  Insurance 
Slate  Fund  Insurance 
State  Fund  Insurance 
State  Fund  Insurance 

State  Fund  Insurance 
Stale  Fund  Insurance 
Stale  Fund  Insurance 
State  Fund  Insurance 


State  Fund  Insurance 


State  Fund  Insurance 


Securit>  ^ame 

Coupon 

Maturift 

Par/Shares 

Book  Value 

Fair  Value 

FEDERAL  NATL  MTG  ASSN  MTN 

5.875 

02/14/06 

5.000.000  00 

4.982.241  62 

5.065.700.50 

FEDERAL  NATL  MTG  ASSN  MTN 

2.200 

12/04/06 

10.000,000  00 

9.818.585  93 

9.759.472.00 

FREDDIE  MAC 

4  100 

01/28/14 

15.000.000  00 

15.000.000.00 

I4.%1.88500 

GLOBAL  INDS  LTD 

7710 

02/15/25 

4.000.000  00 

4.000.000  00 

4.000.000  00 

ROWAN  COS  INC 

5  880 

03/15/12 

9,545.000  00 

9.545.000  00 

9.980.920  15 

GOVERNMENT  DIRECT-INDIRECT 

245.045.078.99 

244.379,692,58 

250.083.772  87 

HOUSEHOLD  FIN  CORP 

6875 

03/01/07 

3.000.000  00 

2.982.577  69 

3.136.930.20 

IBPFINCOCDA 

7450 

06/01/07 

4.000.000  00 

3.999.470  67 

4.166.280  00 

ING  SEC  LIFE  INSTL  FDG 

4  250 

01/15/10 

3.000.000  00 

2,994.040  66 

2.991.864  00 

PANAMERICAN  BEVERAGES  IN( 

7250 

07/01/09 

2.000.000  00 

1.975.726  51 

2.180.359  00 

YANKEE  BONDS 


12.000.000  00 


11.951.815.53 


TOTAL  FIXED  INCOME 


S64.26S.Sl  1.25 


563.S33.33S.46 


BGI  EQUITY  INDEX  FUND  B 
TOTAL  EQUITY 

SHORT  TERM  INVESTMENT  POC 


1  000 


12/31/10 


4S0.587  27 
4ge,S87.27 

29.462.577  60 


68.406.676  45 
68,406.676.45 

29.462.577  60 


12.475.433.20 


576.186.766.40 


76,737,097  1  I 
76,737,097.11 

29.46:, 577  60 


ST.<VTE  FLI.ND  INSURANCE  TOTAL 


597.317,132.12 


664_507,745.51 


685,491.597.1 


Subsequent  lniur> 


STATE  STREET  REPO 

2  250 

07/01/05 

51.752  50 

51.752  60 

51.752  60 

TOTAL  CASH  EQUIVALENT 

51,752.60 

51.752.60 

51,752.60 

Subsequent 
Subsequent 
Subsequent 
Subsequent 
Subsequent 
Subsequent 

Subsequent 
Subsequent 
Subsequent 
Subsequent 
Subsequent 
Subsequent 


Injuiy 
Injury 
Injury 
Injury 
Injury 
Injury 

Injury 
Injury 
Injury 
Injury 
Injury 
Injury 


AMERICAN  GEN  FIN  CORP  MTN  4  875  05/15/10 

COUNTRYWIDE  HOME  LNS  INC  2  875  02/15/07 

GENERAL  ELEC  CAP  CORP  MTN  5  375  03/15/07 

GENERAL  MTRS  ACCEP  CORP  5.625  05/15/09 

J  P  MORGAN  CaASE  +  CO  5,350  03/01/07 

WELLS  FARGO*  CO  NEW  5  900  05/21/06 


100,000  00 
50,000.00 
100,000  00 
100,000.00 
100.000  00 
100.000  00 


99.986  37 
49.962  20 
99.923  48 
101.855  77 
99.833  05 
99.978  15 


CORPORATE  OTHER 


550.000.00 


551.539.02 


FEDERAL  HOME  LN  BKS  4  875  11/15/06 

FEDER.«lL  HOME  LN  BKS  4,875  02/15/07 

FEDERAL  HOME  LN  MTG  CORP  3  625  09/15/08 

FEDERAL  HOME  LN  MTG  CORP  2,125  11/15/05 

FEDER-aLL  NATL  MTG  ASSN  6  000  12/15/05 

UNITED  STATES  TREAS  NTS  3  000  02/1 5/09 


200,000.00 
100.000  00 
100,000.00 
300.000  00 
100.000  00 
200.000  00 


199.218  98 
99.99283 
100.234  61 
299.954  03 
100.163  01 
194.620  33 


GOVERNMENT  DIRECT-INDIRECT 


1.000.000.00 


994.183.79 


Subsequent  Injurv- 


Old  Fund  Insurance 

Old  Fund  Insurance 

Old  Fund  Insurance 
Old  Fund  Insurance 
Old  Fund  Insurance 
Old  Fund  Insurance 
Old  Fund  Insurance 

Old  Fund  Insurance 
Old  Fund  Insurance 
Old  Fund  Insurance 
Old  Fund  Insurance 
Old  Fund  Insurance 

Old  Fund  Insurance 
Old  Fund  Insurance 
Old  Fund  Insurance 
Old  Fund  Insurance 
Old  Fund  Insurance 
Old  Fund  Insurance 


[CORPORATE  OTHER 


9.200.000.00 


9.229.04662 


FED  HM  LN  PC  POOL  E00247  5  500  10/01/08 

FED  HM  LN  PC  POOL  E00540  6  000  03/01/13 

FEDHMLNPCPOOLG10173  6  000  01/01/09 

FEDHMLNPCPOOLG10814  5  500  05/01/13 

FNMA  POOL  3 1 3999  6  000  02/01/13 


199.351,59 
414,067  90 
256,214.80 
911,900  99 

640.202  15 


197,773  15 
413,042  69 
255.708  08 
911.363  40 

637.775  1 2 


[GOVERNMENT-MORTGAGE  BACKED 


2.421.737  43 


2.4 1 5.662  44 


101.358  19 
48.983  70 

102.334.72 
92.923.56 

102.204  77 

101.938  16 


549.743.10  [ 


202.742  00 
101.57422 
99.176  10 
298.352  31 
101.078  52 
195.32820 


998.251.35  | 


HOUSEHOLD  FIN  CORP 

4  750 

05'l5/09 

100.000  00 

99.933  00 

101.56166 

YANKEE  BONDS 

100.000  00 

99.933  00 

101.56166  [ 

TOTAL  FIXED  INCOME 

1.650.000.00 

1.645.655.81 

1.649.556.11 

Subsequent  Imur^                     SHORT  TERM  INVESTMENT  POC 

1000 

I2'31 '10 

D7.009  05 

67.009  05 

67.0U9  05 

SLBSEQUE.NT  INJURV  TOTAL 

1.768.761.65 

1,764.417.46 

1.768JI7.76 

STATE  STREET  REPO 

2  250 

07/01, '05 

1.035.052  00 

1 .035.052  00 

1.035.052  00 

TOTAL  CASH  EQUIVALENT 

1,035,052.00 

1,035.052.00 

1,035,052.00 

J  P  MORGAN  CHASE  COML  MTG 

3  053 

OL'15/38 

2.67:.37:  11 

2.6S0.026  88 

2.600.770  71 

CORPORATE  ASSET-BACKED 

2.672.372  11 

2.680.026  88 

2.600.770  71 

BORG  WARNER  AUTOMOTIVE  I  7  000  11/01/06                  1.000.00000                 1,005.04495                   1.035.93660 

GENERAL  ELEC  CAP  CORP  MTN  5  375  03/15/07                  1.600.00000                 1,598.775  80                  1.637.355  52 

GENERAL  MTRS  ACCEP  CORP  5  625  05/15/09                  1.600.000,00                 1.629.692  33                   1.486,776  96 

J  P  MORGAN  CHASE  +  CO  5  350  03/01/07                 3.000.000  00                 2.994.99176                  3.066.143  10 

UNION  PAC  CORP  6  400         02/01/06 2.000.000  00 2.000.541  78 2.032.275  60 


9.258.487.78 


204.763  67 
428.802  88 
265.172  30 
938.937  40 
663.084  38 


2..500.760  63  I 


FEDERAL  HOME  LN  MTG  CORP  3  625  09/15/08  3.000.00000  3.007.038  26  2.975.283  00 

FEDERAL  HOME  LN  MTG  CORP  2  125  11/15/05  2.000.000  00  2.000.286  49  1.989.015  40 

FEDERAL  NATL  MTG  ASSN  5  750  02/15/08  5.000,000.00  5.347,436  51  5.233.298  00 

FEDERAL  NATL  MTG  ASSN  6  625  10/15/07  5.000,00000  5,155.197  40  5.301.275.00 

FEDERAL  NATL  MTG  ASSN  5.250  05/15/06  5,000,00000  5,010,122  81  5.066.712  50 

MAY  BANK  NAVIGATION  CO  LL  5  900  09/16/13  2.258.000  00  2.258.000  00  2.258.000  00 


A-IO 
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Kund 

Old  Fund  Insurance 
Old  Fund  Insurance 
Old  Fund  Insurance 
Old  Fund  Insurance 


Old  Fund  Insurance 


i»ecunt\  ^'*"'f 

NORTH  AMERICAN  SHIP  BUILDI 

ROWAN  COS  INC 

TRICO  MARINE  INTERNATIONA 

UNITED  STATES  TRE.^S  NTS 


(.oupvn 

M.lunl% 

H»r  Nh«re» 

Book  \  alu( 

F«ir  \>|m 

5840 

02/15/06 

644.000  00 

644.000  00 

644.000  00 

5880 

03/15/12 

6.362.000  CO 

6.362.000  00 

6.652.55254 

6  080 

09/01/06 

1.875.00000 

1.875.000  00 

1.875.000  00 

3000 

12/31/06 

4.000.000  00 

3.986.271  10 

3.963.280  00 

GOVERNMENT  DIRECT-INDIRECT 


35.139.000  00 


35.645.352  57 


TOTAL  FIXED  INCOME 


49.433,109.54 


49.970.0SS.SI 


SHORT  THRM  INVESTMFNT  PlK. 


1 ;,, 


;.'iS  54 


!  i. >'''', 28K  3-J 


35.958.417  44  I 


S0.3II.4J6.S6 


OLD  Fl  ND  INSL  RANGE  TOTAL 


62,067,449.88 


62.604.428.85 


62.952,776.90 


ZonmarvLand  usk> 


FEDERAL  NATL  MTG  ASSN               0  010 

06/01   |- 

U.60(j,yfXHW 

h  .s;s/>'.'j  44 

K. 530,95.'^  Z" 

GOVERNMENT  DIRECT-INDIRECT 

14.600.000  00 

6,828.63'J  44 

S, 530.955  20  1 

TOTAL  FIXED  INCOME 

14.600.000.00 

6.S2S.639.44 

S.S30,9SS.:o 

ZonmarvLandusks                    SlKJRl  TERM  i\\  K,-; TMENT  POC 

1  V») 

12'31'10 

>1.(»K>  54 

.57.(j<>^  .<4 

57, Kin  54 

ZORTMAN/LANDLSK>  TOTAL 

14.657,006.54 

6.885.645.98 

S5.S-.961. -^4 

Group  Benct'ils 

Group  Benefits 
Group  Benefits 
Group  Benefits 
Croup  Benefits 


COUNTRYWIDE  HOME  LNS  INC 


:875 


02/15  ij- 


ICORPORATE  OTHER 


FEDERAL  HOME  LN  BK  4  000  03/30*7 

FEDERAL  HOME  LN  MTG  CORP  4  050  06/28«7 

FEDERAL  HOME  LN  MTG  CORP  2  125  1 1/15«5 

Milt  RAL  HOME  LOAN  MTG  CO  :  8.50  OZC?  '  ^ 


5.000.000  00 
I  .OOO.OPO  00 


5.000.000  00 
999.846  78 

!  .298.978  9f> 


i;(  A  F.RNMENT  DIRECT-INDIRECT 


12.298.825  68 


TOTAL  FIXED  ISCOME 


i:.9su.uuo.un 


I2.94S.334.2S 


Permanent  Coal  Trust 

Permanent  Coal  Trust 
Permanent  Coal  Trust 
Permanent  Fund  Inc 
CST  Bond  Fund 


TRUST  FUNDS  BOND  P(X)L 
ItOTAL  FIXED  INCOME 


314.835.4IHI  (XI 

3I9.S3S.400.00 


•.II«.|I5.'*S1  71 
30S.IIS.9SI.7I 


PER.M\NENT  COAL  TRUST 
SHORT  TERM  INVESTMENT  POC 
SHORT  TERM  INVESTMENT  POOL 
SHORT  TERM  INVESTMENT  POOL 


12/31/10 
12A5I/10 


203.673.009  22 

37.931.752  73 

2.742.829  59 

6.151.521  25 


203.673.009  22 

37.931.752  73 

2.742.829  59 

6.151.521  25 


"^>s  A 


636.788  04 


4.991.630  00 

4.996.729  00 

994.507  70 

1.278.172  09 


12.261.038  79 


I2.S97.S26.S3 


Group  Benefil-s 

SIKlRl  TKRM  INVESTMENT  P(X 

1  0(>) 

12/31/10 

!4  1  i5v  1 1.;^  3" 

14  n58,itM^  >7 

|4li5,S 'iv"-  .57 

GROIP  BENEFITS 

rOTVL 

27,008.099.37 

27.006.433.65 

26,955.926.20 

3:4.163.885  •^•^ 
324.I63,SSS99 


203.673.009  22 

37.931.752  73 

2.742.829  59 

6.151.521  25 


PtRMANENT  (  OAL  FKl  ST  lOI  AL 


570JJ4.5I2-79 


!!58.61.'i,094.!;0 


5-4.662,998.-S 


FWP  Real  Propert\ 

FWPReal  Property 
FWP  Real  Property 
FWPReal  Property 
FWP  Real  Property 
FWP  Real  Property 
FWP  Real  Properr. 

FWP  Real  Property 
FWP  Real  Property 
FWP  Real  Properry 

FWP  Real  Property 


SI  ML  SlRfcLr  RtlH) 


I  rOr4L  CASH  EQLIIALE.\T 


I03.S0S.2U 


1 03.  SOS.  20 


CITIGROUP  INC 
GENERAL  ELEC  CAP  CORP  MTN 
GENERAL  MTRS  ACCEPCORP 
J  P  MORGAN  CHASE  *  CO 
WACHOVIA  CORP  2ND  NEW 
WELLS  FARGO  +  CO  NEW 
CORPORATE  OTHER 
FEDERAL  HOME  LN  BKS 
FEDERAL  HOME  LN  BKS 
FEDERAL  NATL  MTG  ASSN 
GOVERNMENT  DIRECT-INDIRECT 
TRUST  FUNDS  BOND  PCX3L 

I  TOTAL  FIXED  INCOME 


Coal  Tax  ParV  Acquisition 
Coal  Tax  Pari  Acquisition 


FRUSI  M  NDS  BONI)F'(H)l 
\tOTAL  FIXED  INCOME 


1  IXX) 


12'31/09 


16,895..5muiO 
l6.t9SJOO.O0 


l^.^^hlll»lf,; 
1 6.536.000.62 


SHOR r  TERM  INVESTMENT  P<X       1  (KX) 


12/31/10 


235.161  73 


235  IM  71 


103.505.20 


5  750 

05/10-O6 

100.000  00 

99.998  44 

101.754  73 

5  375 

03/15/07 

200.000  00 

199.846  97 

204.669  44 

7  500 

07/15/05 

100.000  00 

99.999  26 

100.09023 

5  350 

03/01/07 

200.000  00 

199.666  11 

204.409  54 

4  950 

11/01/06 

200.000  00 

199.882  88 

202.959  96 

5900 

05/21/06 

100.000  00 

99.978  15 

101.938  16 

900,000  00 

899,37181 

9IS.822  06 

4  875 

1I/I5A)6 

200.000  00 

199.218  98 

202.742  00 

4  875 

02/1  SA)7 

200.000  00 

199.985  68 

203.148  44 

6000 

12/15/05 

400.000  00 

400.652  04 

404.314  08 

800.00000 

799.856  70 

II0J04  52 

1000 

I2/31«9 

2.518.500  00 

2.579.522  35 
4.27S.750.S6 

2.552.584  07 

4,2IS.50a00 

4,278,610.65 

FWP  Real  Propenv 

SHORT  TERM  INVESTMENT  It  K 

1  mill 

12  31  10 

;>M.57.i  i: 

:^f4  5">  11 

:'>4,5-3 1: 

FWP  REAL  PROPERTY  TOTAL 

4AI6_<78J2 

4.676329.18 

4.676,488.97 

Resource  Indemnity  Irust 

TRlSr  FUNDS  BOND  pool 
TOTAL  FIXED  INCOME 

*» 

I2'31.T)9 

104.735, 1)111,1  Ki 
104,735.000.00 

yy  ^^'v^  >J"'5  7i 
99.  »»9. 9 '.?.■'» 

1  lie  15: 4:'<  '1? 

I06.IS2.429.03 

Resource  IndcmniK  Tru,-!! 

SHORT  11  RM  INVESTMENT  pot 

1  i«ar 

12  11  II' 

:M.8t.7  vh 

:>4,K'i7  4S 

:>4  .vi"  -vs 

RESOLRLE  i.NDi;MMT\ 

TRL.ST  TOTAL 

1 04,989  JI67.98 

l00a»M3.68 

106,407.297.01 

17  i:4,IM  fl 
17.124.154.91 


:35.16l  73 
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Fund                                         Security  Name 

CouDon 

Maturitv 

Par/Shares 

Book  \  alue 

Fair  \  alue 

COAL  TAX  PARK  ACQUISITION  TOTAL 

17.130,661.73 

16,771.162J5 

17J59J16.64 

Wildlife  Habitai 

Wildlife  Habilal 
Wildlife  Habiiai 
Wildlife  Habital 
Wildhfe  Habiiat 
Wildlife  Habilat 
Wildlife  Habilat 

Wildlife  HabiUt 
Wildlife  Habitat 

Wildlife  Habitat 


STATE  STREET  REPO 

1  250 

IJ7/IJ 1  /IJ5 

103,505  20 

103.505  20 

103.505  20 

TOTAL  CASH  EQVIVALENT 

103,505.20 

103,50520 

103,505.20 

citigroup  inc 

general  elec  cap  corp  mtn 
general  mtrs  accep  corp 
j  p  morgan  chase  +  co 
wachovia  corp  2nd  new 
wells  fargo  +  co  new 
corporate  other 
federal  home  ln  bks 
federal  home  ln  bks 
government  direct-indirect 
trust  funds  bond  pool 

[total  fixed  income 


5  750 

05/10/06 

200.000.00 

199,996  90 

203,509  46 

5  375 

03/15/07 

200.000  00 

199,846  97 

204,669  44 

7  500 

07/15/05 

200,000  00 

199,998.53 

200,180  46 

5  350 

03/01/07 

200.000  00 

199,666,11 

204,409,54 

4  950 

11/01/06 

200,000  00 

199,882  88 

202.959  96 

5  900 

05/21/06 

200.000.00 

199,956  29 
1,199,347,68 

203.87632 

1,200,000.00 

1.219,605.18 

4  875 

11/15/06 

300.000  00 

298,828  47 

304.113  00 

4  875 

02/15/07 

300.000  00 

299,978,52 

304.722  66 

600,000.00 

598.806.99 
4.299.638  42 

608,835.66 

1000 

12/31/09 

4.202.700  00 

4.259,577  16 

6,002.700.00 

6,097.793.09 

6,088,018.00 

Wildlife  Habitat                       SHORT  TERM  INVESTMENT  POC 

1  000 

12/31/10 

682.401  74 

682.401  74 

6s:.4"i  ^4 

WILDLIFE  HABITAT  TOTAL 

6,788,606.94 

6,883,700.03 

6.873,924,94 

Trust  and  Lceacv  Account       TRUST  FUNDS  BOND  POOL 

1  000 

12/31/09 

427.266.600  00 

410.653.937  06 

433.049.0C13  99 

total  fixed  income 

427.266.600.00 

410.653.937.06 

433.049.003.99 

TRUST  .\ND  LEGACY  TOTAL 

427,266,600.00 

410,653,937.06 

433.049,003.99 

Highway  93  Bond 
Highway  93  Bond 
Highway  93  Bond 
Highway  93  Bond 
Highway  93  Bond 


FEDERAL  HOME  LN  BK 
FEDERAL  HOME  LN  MTG  CORP 
FEDERAL  HOME  LOAN  MTG  CO 
FEDERAL  NATL  MTG  ASSN 
FEDERAL  NATL  MTG  ASSN 
GOVERNMENT  DIRECT-INDIRECT 


4  000 

03/30/07 

10.000.000  00 

10.000.000  00 

9.983.260  00 

4  050 

06/28/07 

10.000.000,00 

10.000.000  00 

9,993.458  00 

3  625 

02/15/07 

10.000.000  00 

9.979.557  14 

9,955.714  00 

4,300 

05/05/08 

10,000.000,00 

10.026.560  90 

9.999.469  00 

4  000 

05/09/07 

10.000,000  00 

10,005.603  45 

9.990.838  00 

50,000.000,00 

50.011.72149 

49,922.739  00 

T0T.4L  FIXED  INCOME 


50.000.000.00 


50.011.721.49 


Weed  Control 

Weed  Control 
Weed  Control 
Weed  Control 
Weed  Control 
Weed  Control 
Weed  Control 
Weed  Control 
Weed  Control 

Weed  Control 
Weed  Control 
Weed  Control 
Weed  Control 
Weed  Control 
Weed  Control 
Weed  Control 

Weed  Control 


Weed  Control 


american  gen  fin  corp  mtn 
citigroup  inc 

countrywide  home  lns  inc 
general  elec  cap  corp  mtn 
general  mtrs  accep  corp 
j  p  morgan  chase  +  co 
wachovia  corp  2nd  new 
wells  fargo  +  co  new 
corporate  other 
federal  home  ln  bks 
federal  home  ln  bks 
federal  home  ln  mtg  corp 
federal  home  ln  mtg  corp 
federal  home  loan  mtg  co 
federal  natl  mtg  assn 
united  states  treas  nts 
government  direct-indirect 
household  fin  corp 
yankee  bonds 
\total  fixed  income 


SHORT  TERM  INVESTMENT  POC      1  000 


12.'31/IO 


408. 1 95  36 


408.195  36 


49,922.739.00 


Hmhwav  93  Bond                    SHORT  TERM  INVESTMENT  POC 

1  000 

12/31/10 

7Q.644.9S4  97 

79.644.984  97 

7Q.644.9S4  97 

HIGHWAY  93  BOND  TOTAL 

129,644,984.97 

129,656,706.46 

I294i<7,723.97 

STATE  STREET  REPO 

2  250 

07,'01/05 

103.505  20 

103.505  20 

103.505  20 

TOTAL  CASH  EQVIV.ALENT 

103.505.20 

103,505.20 

103.50520 

4  875 

05/15/10 

200.000  00 

1 99.972  75 

202.716  38 

5  750 

05/10/06 

200,000  00 

199,996.90 

203.509  46 

2  875 

02/15/07 

200,000.00 

199,848.80 

195.934  78 

5  375 

03/15/07 

200,000,00 

199.846  97 

204,669  44 

7  500 

07/15/05 

100.000  00 

99.999  26 

100.090  23 

5350 

03/01/07 

200,000,00 

199.666  11 

204.409  54 

4  950 

11/01/06 

100.000  00 

99,941  44 

101.479  98 

5  900 

05/21/06 

100.000  00 

99,978  15 

101.938  16 

1,300,000.00 

1,299,250,38 

1.314.747  97 

4  875 

11/15/06 

300,000,00 

298,82847 

304.113  00 

4  875 

02/15/07 

500.000  00 

499,964,22 

507,871  10 

3  625 

09/15/08 

200.000  00 

200,469  22 

198,352  20 

2  125 

11/15/05 

500.000  00 

499,923  39 

497,253  85 

2  850 

02/23/07 

200,000  00 

199,842.90 

196,641  86 

6.000 

12/15/05 

600,000,00 

600,978  05 

606,471  12 

3  000 

02/15/09 

500.000  00 

486,550  84 

488,320.50 

2,800,000.00 

2,786,557  09 

2,799.023  63 

4  750 

05/15/09 

200.000  00 

199.866  00 

203.123  32 

200.000.00 

199.866,00 

203.123.32 

4,300,000.00 

4,285,673.47 

4.316,894.92 

WEED  CONTROL  TOTAL 


4,811,700.56 


4,797374.03 


4,828.595.48 


Tobacco  Trust 


TRUST  FUNDS  BOND  POOL 
\  TOTAL  FIXED  INCOME 


54.932.000  00 
54.932.000.00 


55,048,514  5p 
55.048.514.56 


55.075.4;  I  12 
55.675.421.12 
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Tobacco  Tnjsl 


Sccurir*  Nanif  Coupon 

SHORT  TERM  INVESTMENT  POC       I  (XKl 


Mllurin 

i:  ji  In 


Pa^'Sh«^c^ 


Book  N  «lut 

;,«5_vlli7  15 


Frcasurr  Slate  E^do^s-menl 


Treasure  Stale  Endowment 
Treasure  State  Endo^^^ncnt 


trust  funds  bond  pool 
Itotal  fixed  income 


lMl/09 


m.:74.i'"ii> 

117.274.100.00 


1  1^,515  f,;<  -J 
116.513,615.94 


PERMANENi  COAL  TRLIST 
SHORT  TERM  INVESTMENT  POC 


12  31'I0 
12  31   10 


8.680.571  4.3 


S.68n.571  J3 
I.SM.74:  N4 


Fair  \'«luc 

:  853  \in  IS 


TOBACCO  TRl  St  TOTAL 

57,785.107.15 

57,901.621.71 

58,S28,52«.27 

Coal  Ta\  Cultural  Trust 

TRUST  FUNDS  BOND  POOL 

1  000 

12.'31'09 

4,9:8,  KXKXi 
4.92S,  100.00 

4.83V.853  82 
4.S}9.B53.t2 

4.994,794  34 

ror.-ti  FIXED  INCOME 

4.994,794.34 

Coal  I"a\  Cultural  Trust 

SHORT  TERM  l\\  ESTMFNI  l'(x: 

1  (KKI 

1131  n- 

'*'.3:i  14 

'^'■■•^Z\   14 

90.321    14 

COAL  TAX  CI  LTl  R.\L  TRl  ST  TOTAL 

.S.0lg.421.l4 

4.930.  P4,96 

5.085.115.48 

Ireasure  Slate  Water 

TRl  ST  FUNDS  BUSD  POOL 
TOTAL  FIXED  INCOME 

1  UOU 

Ii31'uv 

2;.;74.7uo  uu 

22.274.700.00 

22.147.948  55 
22.I47.94S.SS 

22.570.1.54  21 
22,576.154.21 

Treasure  Stale  Water 

SHORT  TERM  l\\,  ESTMENT  POC 

1   1 

■;  ; '  " 

552  7*.g  114 

552, "^-^  M 

552.769  04 

TREASURE  STATE  WATER  TOTAL 

22.827.4«9.(H 

22.700.7r.59 

23.128.923.25 

118,861.226  69 
IIS.i6l,226.69 


8,680,571  43 
1,861.742  "vl 


TREASURE  STATE  ENDOW.ME.NT  TOTAL 


127316.414.07 


127.055.930.01 


l29.403iU0.76 


Public  Employees  Retirement  RETIREMENT  FUNDS  BOND  POC 


rOr.-lZ.  FIXED  INCOME 


Public  Employees' 
Public  Employees" 
Public  Employees" 

Public  Employees' 
Public  Employees' 

Public  Employees" 
Public  Employees" 
Public  Employees' 
Public  Employees' 
Public  Employees' 


Public  Employees' 


Retirement MONOGENESIS  CORP 
Retirement  MONTANA  PRIVATE  EQUITY"  PC 
Retirement  OCEAN  WEST  HOLDING  CORP 

PRIVATE  EQUITY 
Retirement  MONTANA  DOMESTIC  EQUITY  I 
Retirement  MONTANA  INTERNATIONAL  PC 

STOCK  TOTAL 
Retirement  BOZEMAN  PROPERTY 
RetirementCALIFORNIA  STREET  PROP 
Retirement  MT  COLONIAL  DRIVE 
Retirement  NINTH  AVENUE 
Retirement  NORTH  PARK  AVENUE 

REAL  ESTATE  TOTAL 


12/31/09 

883.496.318  00 

S>jS,4w5,2''-^  ^5 

930,369.190  30 

SS3.496.3IS.00 

S9S.49.^.209.9.': 

930.369.190.10 

1  i.ni 
1.297.559  90 

122.267.848  59 

150.594.503  09 

100  00 

1500 

14000 

U97.660  90 

122J67.86359 

150.594.643,09 

11.886,56828 

795.839.836  04 

1.529.417.960  66 

4,152.605  54 

406.553.000  00 

505.111.708  63 

16.039.173  82 

1,202.392.83604 

2.034.S29.66929 

12/31/10 

1.036.943  62 

1.036.943  62 

1,041.007  00 

12/31/10 

102.417  58 

102.41758 

105J60  47 

12/31/10 

3.545.2%8I 

3.545J!968I 

3.790.500  00 

12/31/10 

511,312  12 

511.312  12 

576.369  00 

nn\i\o 

3,217,800  66 

3,217,800  66 

3,012.263  10 

8,413,770  79 

8,413,770  79 

8.525.39957 

TOTAL  EQUITY 

25.750.605.51 

1,333,074,470.42 

2.193.649.71 1.9S 

Reriremen 

MONTANA  Sr 

12  31  10 

50,187,304  47 

50,187,3114  47 

^i,,h5siao  33 

TOTAL  MOKTaiCES/LOANS 

SO.  IS  7.304. 4  7 

S0.IS7.304.47 

.10.651046.3} 

Public  Employees'  Retirement  SHORT  FFRM  IN\'FSTMENT  POC 

1  000 

1231/10 

5S,]  !2,f'29  31 

58  1  12.(129  31 

-s  1 1:  C"  31 

PI  Bl  If    F.MPIO\  US' KKMRKMFNT  TOTAL 

i,iir.546.25-,:') 

:.J3').86i>,014,l5 

j,;j;,"SN,9--.»') 

Police  Retirement 


Police  Retirement 


Police  Retirement 
Police  Retirement 


Police  Retirement 


RETIREMENT  FUNDS  BOND  POC 
\tOTAL  fixed  INCOME 


1231/09 


45,007,135  02 
4S.007.I3S.02 


45,925,633  28 
4S,92S.633.2S 


MONTANA  PRIVATE  EQUITY  PC 
PRIVATE  EQUITY 
MONTANA  IN  FERNATIONAL  PO 
MONTANA  DOME.STIC  EQUITY  I 
STOCK  TOTAL 


61,502  38 

61.502,38 

201.873  72 

562.614  46 

764,488  18 


5,714,071  41 
5.714,07141 
19.918.000  00 

44.350.024  51 
64,268.024  51 


TOTAL  EQUITY 


S  2  5. 990  57 


69.9S2.09S.92 


SHllRI    1I.RM  INS  [  SIMFNT  POC       I  OOli 


2.245,937  1 


2.245.937  19 


POLICE  RETIREMENT  TOTAL 


48,079.062.78 


I8,153,6«6.39 


(jamc  Wardens'  Retirement 


Game  Wardens"  Rctiremcnl 


Game  Wardens"  Retirement 
Game  Warden^  Retirement 


RIIIREMENT  FUNDS  DONDPtx 
\tOT\L  FIXED  INCOME 


1 23 1 '■09 


14  ^91    ^*5^  M«( 

I4.69I.9S6.90 


15  1^8  "43  1^ 
/5./»».V.»,/5 


MONTANA  PRIVATE  EQUITY  IV 
PRIVATE  EQUITY 
MONTANA  INTERNATIONAL  PO 
MONTANA  DOMESTIC  EQUITY  I 
STCXTK  TOTAL 


18,698  83 

18.698  83 

63.346  47 

179.621  00 

242.%7  47 


I,748,l5e  It) 

1,748.156  16 

6.2O6.UO0  04 

13.792,955  78 

19.998,955  82 


TOTAL  EQUITY 


261.666.30 


2 1.747. 1 1 1. 9S 


47,394,9,30  36 
47,}94.936J6 


7.137.952  54 

7, 1 37.952  J4 

24,555.373  92 

72.390,334  74 

90,945,708  66 


I04.OS3.66I. 20 


245,937  19 


I53,724..«4.75 


15  47 1  421  03 
15.471.421.63 


2,170,182(13 

2.17ai»2  03 

7.705.292  71 

23.111.429  77 

30.816.722  48 


32.9S6.904.SI 
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Fund  Security  Name  Coupon 

Game  Wardens'  Relirement      SHORT  TERM  INVESTMENT  POC      1  000 


Maturity' 

12/31/10 


Par/Sliares 

3.292.371  55 


Boolt  Value 

3.292.371  . 


Fair  Value 

3.292.371  55 


GAME  WARDENS'  RETIREMENT  TOTAL 


18J45.994.75 


40.208,226.68 


51.750.697.69 


Sheriffs'  Relirement 


Sheriffs'  Retirement 


Sheriffs'  Retirement 
Sheriffs'  Retirement 


Sheriffs'  Retirement 


RETIREMENT  FUNDS  BOND  POC 
WoTAL  FIXED  INCOME 


12/31/09 


43.578.085  40 
43.578,085.40 


44.335.901  49 
44.335.901.49 


MONTANA  PRIVATE  EQUITY  PC 
PRIVATE  EQUITY 
MONTANA  INTERNATIONAL  PO 
MONTANA  DOMESTIC  EQUITY  1 
STOCK  TOTAL 


59.801  55 
59,801.55 
1 92.840  86 
553.967  67 
746.808  53 


5.537.596  47 

5.537.596.47 

19.027.000  00 

42.681.497  13 

61,708.497  13 


T0T.4L  EQUITY 


806.610.08 


67.246,093.60 


SHORT  TERM  INVESTMENT  POC 


1  000 


12/31/10 


3.441.471  70 


3,441.471  70 


45.890. 
45.890, 


070  17 
070.17 


6.940, 

6.940. 

23.456, 

71.277, 

94,734, 


553  67 
553.67 
64065 
772  27 
41292 


101.674,966.59 


3.441,471  70 


SHERIFFS'  RETIREMENT  TOTAL 


47,826.167.18 


115.023.466.79 


151,006„S08.46 


Judges'  Relirement 


Judges'  Retirement 

Judges'  Retirement 
Judges'  Retirement 


Judges'  Retirement 


RETIREMENT  FUNDS  BOND  POC 
I  T0T.4L  FIXED  INCOME 


12/31/09 


MONTANA  PRIVATE  EQUITY  PC 
PRIVATE  EQUITY 
MONTANA  INTERNATIONAL  PO 
MONTANA  DOMESTIC  EQUITY  I 
STOCK  TOTAL  


13,916.724  60 

14.405.892  33 

14.655.060  28 

13.916,724.60 

14,405.892.33 

14.655.060.28 

19.204  46 

1.699.908  79 

2.228.865  44 

19.204.46 

1,699,90879 

2,228,865  44 

61,71543 
176,805.14 

5,995.000  00 
12.368.97878 

7,506.897  66 
22,749.119.54 

238.520.57 

18.363.978.78 

30.256,017.20 

TOT.AL  EQUITY 


257.725.03 


20.063.887.57 


SHORT  TERM  INVESTMENT  POC      1  000 


12/31/10 


1.284.156  92 


284.156  92 


32.484,882.64 


1.284.156  92 


JUDGES'  RETIREMENT  TOTAL 


15,458.606.55 


35,753,936.82 


48,424.099.84 


Highway  Patrol  Retirement 

Highway  Patrol  Retirement 

Highway  Patrol  Retirement 
Highway  Patrol  Retirement 


retirement  funds  bond  poc 
\tot,4l  fixed  income 


MONTANA  PRIVATE  EQUITY  PC 
PRIVATE  EQUITY 
MONTANA  INTERNATIONAL  PO 
MONTANA  DOMESTIC  EQUITY  I 
STOCK  TOTAL 


23.971,779  60 

24.569.008  54 

25,243,574  56 

23.971.779.60 

24,569.008.54 

25,243,574.56 

34.001  37 

3.079.370  90 

3,946,191  41 

34.001.37 

3,079.370.90 

3.946,191  41 

107.15941 

10,466,000  00 

13,034,580  75 

306,03177 

21,453,736  73 

39.376,418  36 

413,191  18 

31,919,736  73 

52,410,999  11 

TOT.4L  EQUITY 


447.192.55 


34.999.107.63 


HiBhwav  Patrol  Retirement      SHORT  TERM  INVESTMENT  POC 


1.97S.057  62 


1. 978.057  62 


56.357.190.52 


1.978.U57  62 


HIGHWAY  PATROL  RETIREMENT  TOTAL 


26497.029.77 


61.546.173.79 


83.578.822.70 


Teachers'  Retirement 

Teachers'  Retirement 

Teachers'  Retirement 
Teachers'  Retirement 

Teachers'  Relirement 
Teachers'  Retirement 
Teachers'  Retirement 
Teachers'  Retirement 


Teachers'  Retirement 


Teachers'  Retirement 


RETIREMENT  FUNDS  BOND  POC 
I  TOT.iL  FIXED  INCOME 


1 2/3  I /09 


668.960.218  60 
668.960.218.60 


678.652.976  64 
678,652,976.64 


MONTANA  PRIVATE  EQUITY  PC 
PRIVATE  EQUITY 
MONTANA  INTERNATIONAL  PO 
MONTANA  DOMESTIC  EQUITY  I 
STOCK  TOTAL 
BOZEMAN  PROPERTY 
CALIFORNIA  STREET  PROP 
MT  COLONIAL  DRIVE 
NORTH  PARK  AVENUE 
REAL  ESTATE  TOTAL 


SHORT  TERM  INVESTMENT  POC      1000 


12/31/10 


27.6I9.4C14  31 


704.451.127  00 
704.451.127.00 


1.004.835  93 

94.424.972  47 

116.621.027  27 

1,004,835.93 

94,424,972.47 

116.621,027,27 

3,193,357  40 

311.631,000  00 

388.431.358  69 

9,115.96164 
12.309,319  04 

600,682,625  08 

1.172.930,246  47 

912,313,625  08 

1,551.361.605.16 

12/31/10 

1,036,943  62 

1,036,943,62 

1.041,007  00 

12/31/10 

102,417  58 

102.41758 

105,260  47 

12/31/10 

3,545,296  82 

3,545,29682 

3,790,50001 

12/31/10 

3,217.800  69 

3,217.80069 

3,012.263  12 

7.902,458.71 

7,902,458,71 

7.949,030  60 

TOTAL  EQUITY 

21.216,613.68 

1.014.641.056.26 

1.685.931.663.03 

MONTANA  ST 

12,'31/10 

42.752.  I4S  1" 

42.752.148  19 

43,153,150  51 

TOTAL  M0RTGAGES/L0.4NS 

42.752.148.19 

42.752.148.19 

43.153.15051 

;7.hW.404  31 


TEACHERS'  RETIREMENT  TOTAL 


760_S48.384.78 


1,763,665.585.40 


2,461.155.344.85 


Vol  Firemen's  Retirement 

Vol  Firemen's  Retirement 
Vol  Firemen's  Retirement 


RETIREMENT  FUNDS  BOND  POC 
[total  fixed  INCOME 


12/31/09 


5.859 
5.859. 


.060  50 
060.50 


6.076,070  35 
6.076.07035 


MONTANA  PRIVATE  EQUITY  PC 

PRIVATE  EQUITY 

MONTANA  INTERNATIONAL  PO 


!.54tj  bS 
5,545.68 
?,080.30 


748.939  41 

748,939.41 

2,525.042.35 


6.169. 
6,169. 


,906  16 
906.16 


991 

991, 

3.293. 


925  95 
925.95 
974  47 
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APPENDIX  A  -  Securities  Listings  By  Portfolios  As  Of  June  30. 


FmmA  Sfcurit\  Nimc  Coupon       Ma^urlt^ 

Vol  Firemen's  Retiremeni       MOM  ANA  DOMESTIC  EOUIT^■  I 
STOCK  TOTAL 


P«r  Sh«rc< 


74 1: 


2005 

Hook  \  ilur 

fair  Value 

*,  -IK'-.  54s  ■ : 

><,!r<»f,  '114  42 

•y.l  ILSW-JT 

12,389,'*88  89 

TOTAL  EQUITY 


I06J20M 


9.S60,S29.St 


Firefighters'  Retirement 

Firefighters'  Reiirement 

Firefighters'  Rctireincnt 
Firet'ighters'  Retirement 


h  irct'ightcrs'  Retiremeni 


REllREMtNThUNDSUONDPtX 

\total  fixed  income 


12/31/09 


42.709.056  02 
42.709.056.02 


43.613.912  48 
43,6I3,9I2.4S 


MONTANA  PRIN'ATE  EOUITV  PC 
PRIVATE  EQUITY 
MONTANA  INTERNATIONAL  PO 
MONTANA  DOMESTIC  EQUITY  I 
STOCK  TOTAL 


58.567  40 

58.567  40 

192.053  97 

535.576  12 

727.630  09 


5.524.4.56  78 

5,524.456  78 

19.071.00000 

42.862.677  78 

61.933.677  78 


TOTAL  EQUITY 


7S6.I97.49 


67,4SS.I34.S6 


SHORT  TERM  l\\  tSTMENT  P(X       1  Oi>j 


13.311.914.14 


Vol  Firemen's  Retirement        SHORT  TERM  INVESTMENT  POl 

:     1 000 

113110 

5ll.r).'5  IS 

i^i  ;/'i5  1^ 

-:    ■  -5  18 

\OI..  HKIMlN'SKKTIKEMENr  lOIAI. 

6.477.016.48 

1 6.448  J35.4I 

20,063.456.18 

44.974.93544 
44.974,935.44 


6.797.318  97 

6.797.318.97 

23.360.925  96 

68.91 1.372  84 

92.272.298  80 


99.069.617.77 


2,M(j.^Ji  4' 


FIREFIGHTERS'  RETIREMENT  TOTAL 


46.136.221.91 


II3.7I3.0IS.44 


I46.68S.S2I.6I 


I  ol  M  EndoumenI 


U  of  M  Endo\^'ment 


I  of  M  Endowtnenl 


trl  st  finds  bond  pool 
\total  fixed  income 


I  000 


IZTIOT 


\.^'.■>.■^■l'.     't' 

I.SH.900.00 


1.544  lf-5  ;i 
I.S44. 163.21 


SHORT  TERM  l\\  TSTMENT  PfX        I  WXi 


i.v/Si  20 


1  -.55,401  87 
I.S3S.40I.S7 


MONTANA  DOMESTIC  EQUITY  1 
STOCK  TOTAL 

7,062  66 

5.'l,b.>'<;>l 
531.639,31 

■>IS736  16 
908.736.16 

total  equity 

7.062.66 

531.639.31 

90S.736.I6 

I  OF  M  ENDOWMENT  TOTAL 


1,625,945,86 


2.179,787.72 


2,.';48,I2I.23 


U  ot"  M  Designated 


I'  ofM  Dcsienaied 


TRl'Sr  H'NDS  BOND  I'(H)I 
I  TOTAL  FI.XED  INCOME 


ll-JTuv 


3.973,000.00 


4,008,755 -<  I 
4.008.755.91 


SHORT  TERM  INVESTMENT  POC       I  000 


12/31/10 


4,u26,7b8  52 
4.026.761.52 


i: :  14,'  <:  53 


L  OF  M  DESIGNATED  TOTAL 

16.087,052.53 

16.122308.44 

16.140,821.05 

L  or  Mother                             SHORT  TERM  INVESTMENT  PCX 

1  000 

11.31   10 

w.~:s  ;5s  3s 

19.728.338  38 

: '',728.338  38 

I  OF  M  OTHER  TOTAL 

1 9.728  J38,38 

1 9.728  JJ8.38 

1 9.728  JJ8J8 

MT  Tech  UM  Agency  Fund     TRI  'ST  H INDS  BOND  POOl 

1  1/1(1 

1 ;  .!  1  I  g 

445.l!Ki'». 
44S.I00.00 

45.S  44y  'J: 
458.449.92 

4<i  !:-.-■; 

TOTAL  FI.XED  INCOME 

Jyl./:i.-i 

MT  Tech  UM  Agencv  Fund     SHliRTTERM  INVESTMENT  POC 

I  000 

ll'31'lO 

1.61 1. H'l"  s; 

i.'-i  1  s'."  s: 

•-il  S"^82 

MT  TECH  UM  AGENCY  Fl  ND  TOTAL 

2.0.S6.907.82 

2,070.257.74 

2.062.93I.S7 

Montana  State  Unncrsit>          TRL  ST  FUNDS  BOND  PCXJL 
TOTAL  FIXED  INCOME 

1000 

12/31/09 

9.909.600  00 
9.909.600.00 

9.999.374  45 
9.999.374.45 

10,043.711  37 
10.043.711.37 

Montana  Stale  Universiri         SHORT  TERM  IN\  ISIMI  NT  P(X 

1  000 

I2-'31'I0 

17,011,100  00 

17,011,11101X1 

17.011,100  00 

MONTANA  ST  \TF  I  NIV  ERSIT^  TOTAL 

26.920.700.00 

2''.OI0.4-4,45 

2-.054.8II.3-' 

A-IS 


Total  Fund  Historical  Book  Bala 

nces.  Income,  and  1 

ncome  Return 

Annual 

Annual 

Income 

Year-End 

Annual 

Year 

Average  Annual  Balance  Increase 

$  Balances 

S Increase 
286,208.324 

S  Income 

%  Incr. 
10.9 

%  Return 

2005 

9,765,866,580 

787,273,910 

360,929390 

8.8 

3.85 

2004 

8,978,592,670 

457,255,647 

472,538.954 

5.4 

5.40 

2003 

8,521,337,023 

(24,684,663) 

394,899,778 

(0.3) 

4.63 

2002 

8,546.021,686 

147,775,828 

417327390 

1.8 

4.93 

2001 

8,398,245,858 

658,923^89 

570,461,812 

8.5 

7.07 

2000 

7,739322,569 

693,439,982 

447,627317 
415348,813 

9.8 
7.0 

6.06 
6.10 

1999 

7,045,882,586 

463,293,558 

1998 

6,582,589,029 

686,850.999 

403,985.459 

11.6 

6.47 

1997 

5,895,738,030 

267,508,710 

384,866,212 

4.8 

6.68 

1996 

5,628,229  J19 

605.461,292 

369.439,052 

12.1 

6.94 

1995 

5,022,768,027 

250,748,706 

311,952313 

53 

637 

1994 

4,772,019321 

480.559,669 

302,093.612 

11.2 
13.0 

6.67 
8.05 

1993 

4,291,459,652 

492,251338 

325,722,769 

1992 

3,799,208314 

355,765.056 

307,462.334 

103 

8.49 

1991 

3,443,443,258 

246,482,405 

296,946,028 

7.7 

8.94 

1990 

3,196.960.853 

288,091.626 

295,081.958 

9.9 

9.67 

1989 

2,908,869,227 

280,122,753 

269^44^43 

10.7 

9.72 

1988 

2,628,746,474 

235,709,041 

241,658.140 

9.8 

9.62 

1987 

2393,037,433 

233,749,895 

239,583,020 

10.8 

10.53 

1986 

2.159,287,538 

170.672.805 

241,937,271 

8.6 

11.67 

1985 

1,988.614,733 

206311,756 

213,464,258 

11.6 

1132 

1984 
1983 

1,782302,977 

235.104.098 

186.457.609 

15.2 
13.0 

11.20 
11.28 

1347,198,879 

178,461,561 

164390,784 

1982 

1368,737318 

212.737,071 

154,789,542 

18.4 

12.26 

1981 

1,156,000,247 

126,611.696 

114,119374 

123 

10.44 

1980 

1,029388.551 

138,857,798 

86.842.796 

15.6 

9.05 

1979 

890,530,753 

94^17381 

65320,161 

11.8 

7.77 

1978 

796313,172 

88.666.884 

54.276.875 

12.5 

7.22 

1977 

707,646,288 

80,721,049 

47313,627 

12.9 

7.09 

1976 

626.925,239 

89,088306 

41.459,770 

16.6 

7.12 

1975 

537,836,733 

70390,182 

37,118312 

15.1 

738 

1974 

467,446,551 

86.059,140 

29.439,170 

22.6 

6.94 

1973 

381387,411 

60395324 

20367,231 

18.8 

5.80 

1972 

320.991.887 

16,132.196 

5.46 
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PERS  Historical  Book  Balancts. 

Income,  and  Income 

Return 

Annual 

Annual 

Income 

Year-End 

Annual 

Year 

Average  Annual  Balance  Increase 

S  Balances 

S Increase 

6H.479.20-t 

S  Income 

%  Incr. 
10.8 

%  Ret  urn 

2005 

2J39,869.014 

63,948,447 

93.137,953 

2.8 

4.04 

2004 
2003 
2002 

2,2-'5.920„567 
2,146,087,982 
2.074.850,102 

129,832.585 
71,237,880 

157.174.263 
114.127,866 

6.0 

7.11 

3.4 
5.4 

5.41 

.';34 

106.785.197 

107,865330 

2001 
2000 
1999 

1,968,064,905 
1,797,291,451 
1,684,414,896 

170.773,454 

170,918,237 

9.5 
6.7 
6.7 

9.08 
7.21 
6.92 

112,876.555 

125,474,099 

105,784,616 

112,867,195 

1998 

1, 578,630  J80 

106,522.015 

111,445,739 

7.2 

^31 

1997 

1,472,108,266 

11U55,981 

110,533,498 

8.2 

7.80 

1996 

1J60,^52J!85 

100,819,152 

102,873,163 

8.0 

7.85 

1995 

U59,933,133 

83,895,411 

83,425354 

7.1 

6.85 

1994 
1993 

1,176,037,722 

88,830  j;71 

87,660,863 

8.2 

■".75 
9.26 

1,087,207,151 

1 03,262  J68 

95,914,874 

10.5 

1992 

983.944.783 

88,442,271 

85.428.480 

9.9 

9.09 

1991 

895,502,511 

86322,266 

79,719,985 

10.7 

935 

1990 

809,180,245 

73,974.823 

77.847393 

10.1 

10.08 

1989 

735.205,422 

71,140,882 

72,003,023 

10.7 

10.29 

1988 

664,064,540 

61J.53,I55 

64,036322 

10.2 

10.11 

1987 

602,71  U85 

73,745375 

63.439,745 

13.9 

11.21 

1986 
1985 

528,965,810 
46U57,785 

67,608,025 
57^520,058 

58,693.664 

14.7 

11.85 
10.96 

47,403,616 

14.2 

1984 

403,837,727 

50.640,947 

40,615.456 

143 

10.73 

1983 

353,196,780 

48,909250 

34.958.940 

16.1 

10.63 

1982 

304.28-'.530 

33,579,211 

28.815.109 

12.4 

10.02 

1981 

270,708-519 

26,408,693 

23,489,723 

10.8 

9.12 

1980 

244.299,626 

29.2-'7.-^38 

19321321 

13.6 

8.41 

1979 

215,021,888 

28.633,695 

16357,252 

15.4 

8.15 

1978 

186J88.I93 

25,532.853 

13.520389 

15.9 

7.79 

1977 

160,855340 

21.732.482 

11361.593 

15.6 

7.57 

1976 

139,122,858 

19.833.635 

9.641.522 

16.6 

7.46 

1975 

11 9,289  J23 

15.815377 

7ii93.641 

153 

6.82 

1974 

103.4^3.846 

I2.710J58 

6351, 9-'4 

14.0 

6.54 

1973 

90,763„588 

I0.-'08308 

5.471314 

13.4 

6.41 

1972 

80.055.280 

4.566.690 

(1.09 
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TRS  Historical  Book  Balances, 

Income,  and  Income 

Return 

Annual 

Annual 

Income 

Year-End 

Annual 

Year 

Average  Annual  Balance  Increase 

S  Balances 

$  Increase 
51.231.237 

$  Income 

%  Incr. 
10.1 

%  Return 

2005 

1,763,665385 

21,099,089 

75,845392 

1.2 

433 

2004 
2003 
2002 
2001 

1,742,566,496 

83,777,665 

129319390 
95,580,408 
93.575,646 

5.1 
2.6 

7.60 
5.84 

1,658,788,831 
1,616,829,791 

41,959,040 

63,244J76 

4.1 

5.90 
10.19 

1,553,585,415 

116,367,847 

152363,493 

8.1 

2000 
1999 

1,437,217,568 

82,198.204 

102.257.693 

6.1 

S3 

732 
7.03 

1,355,019,364 

67,803,208 

92,826,763 

1998 

1,287.216,156 

75,053,541 

91.673.149 

6.2 

7.34 

1997 

U12,162,615 

87,081,006 

92,197,958 

7.7 

7.89 

1996 

1,125.081,609 

78,827.109 

85368.503 

7.5 

7.86 

1995 

1,046,254,500 

72,939312 

73,018,070 

7.5 

7.23 

1994 
1993 

973,315,188 

71,749,470 

72,973,821 
78,687,668 

8.0 
11.0 

7.78 
9.18 

901,565,718 

89,220,933 

1992 

812J44,785 

75,529,049 

70,469.210 

10.3 

9.10 

1991 

736,815,736 

74,733,955 

65,948,441 

113 

9.43 

1990 

662.081,781 

62,484325 

63.628.096 

10.4 

10.09 

1989 

599,597,456 

60,465,431 

58,607,895 

11.2 

10.29 

1988 

539,132,025 

54,915.708 

51,714,157 

113 

10.11 

1987 

484,216317 

69,184,764 

49,117,437 

16.7 

10.92 

1986 

415.031.553 

55364,281 

45,425369 

15.4 

11.73 

1985 

359,667,272 

51,074393 

36,036,654 

16.6 

10.79 

1984 

308,592.679 

43,299,873 

30J22.754 

16.3 

10.53 

1983 

265,292,806 

32,138,199 

25,772,023 

13.8 

10J4 

1982 

233,154,607 

20,177.836 

21,717,577 

9.5 

9.74 

1981 

212,976,771 

20,686,541 

18,108,545 

10.8 

8.94 

1980 

192.290.230 

20,009345 

14.936,461 

11.6 

8.19 

1979 

172,280,685 

19350,005 

13,272323 

12.7 

8.16 

1978 

152,930,680 

17,406,858 

11.098.439 

12.8 

7.70 

1977 

135,523.822 

16,820305 

9,405,270 

14.2 

7.40 

1976 

118,703.517 

15.506.452 

8.076379 

15.0 

7.28 

1975 

103,197,065 

10,132,831 

6,702,284 

10.9 

6.83 

1974 

93,064,234 

8,920.253 

5.963.267 

10.6 

6.73 

1973 

84,143,981 

11,109^08 

5,075,899 

15.2 

6.46 

1972 

73.034,773 

4,402,802 

6.39 
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CoalT 

a\  Trust  Fund 

Historical  Book  Balances.  Income 

and  Income 

Return 

Annual 

Income 

\  ear-End 

Annual 

Annual 

\  ear 

A  veruffc 
2005 

Annual  Balance 

Increase 

$  Balances 

S Increase 

26.004.051 

S  Income 

%  Incr. 

19.1 
2.5 

%  Return 

6.60 

708371,742 

17,146,953 

46,169,407 

2004 

691.224.790 

1331  U40 

44.170.843 

1.9 

6.45 

2003 
2002 
2001 

678,013,550 
663.782,622 
650,062324 

14330,928 

44313,873 

2.1 
2.1 
2.1 

6.61 
6.86 
6.89 

13.720398 
13310,993 

45.049.799 
44342,611 

2000 
1999 
1998 
1997 

636.751331 
614.617,184 

22.134,147 
11,643,713 

44308,988 

3.6 

7.08 

7.48 
7.55 
7.81 

45331,774 
44.918.922 

1.9 
2.8 

602,973,471 
586,779330 

16,194.141 
23,795,447 

44.918,922 

4.2 

1996 

562.983,883 

15,973,100 

44376.465 

2.9 

8.00 

1995 

547,010,783 

15,576,784 

38341.049 

2.9 

7.11 

1994 

531.433.999 
512,017,571 

19.416.428 
19.027,837 

43.012.532 
51346,095 

3.8 
3.9 
3.9 

8.24 

10.20 

9.84 

1993 

1992 

492.989.734 

18.731378 

47.594.422 

1991 

474J58356 

27346.023 

46327.632 

6.1 

10.06 

1990 

44-7.0 12333 

35328374 

45,"85.254 

8.6 

10.66 

1989 

411,784.059 

30.880.710 

41,508302 

8.1 

10.47 

1988 

380.903349 

41.062.015 

35.294.692 

12.1 

9.79 

1987 

339.841334 

38367330 

37.468.144 

12.7 

11.68 

1986 

301.473.804 

49.052.410 

38.475.175 

19.4 

13.89 

1985 

252.421394 

49.765.895 

29347.622 

24.6 

12.85 

1984 

202.655,499 

44.076324 

24.105342 

27.8 

1335 

1983 

158,579,175 

41,433379 

19.626,992 

35.4 

14.24 

1982 

117,145,796 

42.617.964 

I3333.T86 

5^.2 

13.81 

1981 

74,527,832 

34379.927 

6.492.082 

86.6 

11.34 

1980 

39.947.905 

23.040.483 

2.619380 

136.3 

9.21 

1979 

16,907,422 

10.645.052 

950.026 

170.0 

830 

19^8 

6.2623^0 

r-366 

N\ 
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Trust  and  Lesacv  Fund  Historical  Book  Balances.  1 

ncome,  and  Income 

Return 

Annual 

Income 

Year-End 

Annual 

Annual 

Year 

Average  Annual  Balance  Increase 

S  Balances 

S Increase 

10.545,624 

S  Income 

%  Incr. 

5.9 

%  Return 

2005 

410,653,937 

- 

28375,979 

0.0 

6.91 

2004 

410,653,937 

99.967 

30,140,513 

0.0 

7.34 

2003 

410,553,970 

(4348,424) 

29,215,115 

(1.0) 

7.08 

2002 

414,902,395 

48,679,980 

29.772.669 

133 

7.62 

2001 
2000 

366,222,415 

11,759,523 

26,219,151 

33 
2.8 

7.28 
7.29 

354,462,892 

9,744,112 

25,470.629 

1999 

344,718,781 

8,419,172 

26,263,226 

2.5 

7.71 

1998 

336,299,609 

11,091,289 

25,927.613 

3.4 

7.84 

1997 

325,208320 

9,713,224 

24,473,449 

3.1 

7.64 

1996 

315,495,096 

20.199.818 

25.828.860 

6.8 

8.46 

1995 

295,295^78 

10,150^65 

23,149,117 

3.6 

7.98 

1994 
1993 

285,144,713 

10,913,173 

25,970,470 
30,069,820 

4.0 
3.0 

9.29 
11.13 

274,231,540 

7,937366 

1992 

266,294,174 

14,462,111 

27,169.293 

5.7 

10.49 

1991 

251,832,063 

17,495,864 

25,950,710 

7.5 

10.68 

1990 

234336,199 

11,730,261 

24,874.021 

5.3 

10.89 

1989 

222,605,938 

14,200,044 

23,942,716 

6.8 

11.11 

1988 

208,405,894 

12.245.758 

21.509.513 

6.2 

10.63 

1987 

196,160,136 

8,677,947 

23.295,649 

4.6 

12.14 

1986 

187,482.189 

13,983,199 

23.755.608 

8.1 

13.16 

1985 

173,498,990 

12,133321 

19358,472 

7.5 

11.56 

1984 

161,365,669 

11,781.056 

17.541.642 

7.9 

11.28 

1983 

149,584,613 

16377,726 

16,136,589 

123 

11.41 

1982 
1981 

133,206,887 

9,765,918 

13334,761 
10,771,441 

7.9 
133 

1039 
9.27 

123,440,969 

14,491,921 

1980 

108.949,048 

11,966,982 

8,173,411 

123 

7.94 

1979 

96,982,066 

9,691,121 

6,813,640 

11.1 

7.40 

1978 

87,290,945 

9,221.849 

5,902,955 

11.8 

7.14 

1977 

78,069,096 

6,766.268 

5.244,983 

9.5 

7.02 

1976 

71.302,828 

4^95.066 

4,543390 

6.4 

6.57 

1975 

67,007,762 

2,743.989 

3,712^87 

43 

5.66 

1974 

64,263.773 

(658.629) 

3,495.629 

(1.0) 

5.41 

1973 

64.922,402 

2,274,069 

3373,031 

3.6 

5.29 

1972 

62.648.333 

2.666.280 

431 
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Resource  lndemnit>  Fund   Historical  Book  Balances. 

Income,  and  Income 

Return 

Annual 

Income 

Year-End 

Annual 

Annual 

Yesi 

.4  veraiie 
2005 

$  Balances 
Annual  Balance  Increase 

S Increase 

3.198.603 

S  Income 

%  Incr. 

1x7 

"/oRelurn 

6.89 

100^54,844 

254,068 

6,901,925 

03 

2004 
2003 

1 00.000.776 

(189) 

7J80.241 

(0.0) 

738 
7.12 

100.000.965 

(1,506.659) 

7,174343 

(1^) 

2002 
2001 
2000 

101.507.624 

1,731.043 

7J20.563 

1.7 

7.27 

99,776,581 

333.491 

7305,992 

03 

3.4 

733 
736 

99.443.090 

3J63.413 

7.200.280 

1999 

96,179.677 

761.624 

7.528.795 

0.8 

7.86 

1998 

95.418.053 

l,07".O39 

'.555.620 

1.1 

7.96 

1997 

94J41.0I5 

1,517,077 

7318.083 

1.6 

7.82 

1996 
1995 

92.823.938 

2.180.282 

7.959.842 
6380,294 

2.4 
0.8 

8.68 
7.07 

90.643.656 

747,988 

1994 

89.895.668 

2,529.018 
4,737  J67 

8.241,711 

2.9 

930 
10.25 
10.2' 

1993 
1992 

87J66,650 

8,715,126 
8.245.913 

5.7 
6.1 

82.629_}83 

4,721.885 

1991 

77,907,497 

4,467,644 

8.097353 

6.1 

10.70 

1990 

73.439.854 

6.687J57 

-.473.283 

10.0 

10.66 

1989 

66.752.497 

4307,782 

6.941,486 

7.2 

10.76 

1988 

62.244.715 

5,170.017 

6.066.172 

9.1 

10.17 

1987 

57.074,698 

4,015,025 

7.205.821 

7.6 

13.09 

1986 

53.059.673 

6.090.898 

6,548.573 

13.0 

13.09 

1985 

46.968,775 

4,693,048 

5.509.892 

11.1 

1235 

1984 

42,2  ■'5.727 

6.626.874 

4.509.923 

18.6 

11.58 

1983 

35,648.853 

7,692.479 

4.021.028 

27.5 

12.64 

1982 

27.9563-74 

7,225.741 

2.544.162 

34.9 

10.45 

1981 

20.730.633 

4337,059 

1,767.418 

28.0 

9.57 

1980 

16.193.574 

3.631.669 

1.243397 

28.9 

8.65 

1979 

12.561,905 

1,924348 

956.045 

18.1 

8.24 

1978 

10.637.557 

2,422.688 

754.068 

29.5 

8.00 

1977 

8,214.869 

2,672.848 

532,922 

48J 

7.75 

1976 

5.542.021 

2J62360 

321.782 

69.0 

730 

1975 

3.279.661 

2.181.518 

96,126 

198.7 

439 

1974 

1.098.143 

3.485 

N\ 
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Parks/Cultural  Trust  Funds  Historical  Book  Balances. 

Income,  and  Income  Return 

Annual 

Income 

Year-End 

Annual 

Annual 

^'ear 

A  verage  Annual  Balance  Increase 

S  Balances 

S Increase 

7i8,731 

S  Income 

%  Incr. 
16.2 

%Return 

2005 

21,701,337 

823,199 

1,418,436 

3.9 

6.66 

2004 
2003 
2002 
2001 
2000 

20.878.139 

471.296 

1.466.131 

2.3 

7.10 
6.99 
7.08 

20,406,842 

(60341) 

1,429,181 

(03) 
5.6 

20,467384 

1.094,498 

1,411317 

19372,886 
18.474.933 

897,953 
277.660 

1369,148 

4.9 

7.24 

1328.128 

1.5 

7.24 
7.62 

1999 

18,197^73 

143,496 

1381,258 

0.8 

1998 
1997 

18.053,777 
17^67,248 

786.529 

1373,997 

4.6 

7.78 
7.95 

(3328,466) 

1,505353 

(16.2) 

1996 

20,595.714 

585.498 

1.620.819 

2.9 

7.98 

1995 
1994 

20,010^16 

20.266,731 

(256315) 

1,479,603 

(13) 

735 

7.57 

155.683 

1.527.827 

0.8 

1993 

20,111,048 

Ull,787 

1,851,220 

2,072.292 

6.4 

0.4 

9.49 
10.99 

1992 

18.899.261 

71.481 

1991 

18,827,780 

867,833 

1,895380 

4.8 

10.30 

1990 

17.959,947 

1334.564 

1.878.213 

8.0 

10.86 

1989 

16,625383 

(925) 

1.812,862 

(0.0) 

10.90 

1988 

16.626308 

299.147 

1.713.180 

1.8 

10.40 

1987 

16327.161 

142.998 

1,836370 

0.9 

11  JO 

1986 
1985 

16,184.163 
13,865,529 

2318.634 
2357,908 

2.482341 

16.7 

16.52 
12.83 

1,628,262 

20.5 

1984 
1983 

11,507.621 
9,481361 

2,026,260 
2,001,547 

1,138.911 

21.4 

10.85 
11.10 

941,225 

26.8 

1982 
19i81 

7.479.814 
5325,078 

2,154.736 

857,069 

40.5 

1339 

1,760,617 

518,146 

49.4 

11.66 

1980 

3,564,461 

2.089.194 

276.134 

141.6 

10.96 

1979 

1,475,267 

301,781 

107,070 

25.7 

8.08 

1978 

1,173,486 

415.871 

67.614 

54.9 

7.00 

1977 

757.615 

479.465 

33,227 

172.4 

6.42 

1976 

278.150 

5.004 

NA 
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Treasurer's  Fund  Historical  Book  Ba 

ances.  Income, 

and  Incumc  Return 

Annual 

Annual 

Income 

Year-End 

Annual 

Year 

.4  vera^e  Annual  Balance  Increase 
2005 

S  Balances 
634,475,164 

S Increase 

17.433.437 

S  Income 

%  Incr. 

7.5 

%  Return 

1.87 

193^39.558 

10,046,532 

43.8 

2004 

441.235.606 

93.732.911 

6J92.992 

27.0 

1.62 

2003 

3474i02,695 

21,932,553 

6J66,439 

6.7 

1.89 

2002 

325.570.142 

(92,198.060) 

12.440.828 

(22.1) 

4.54 

2001 

417,768,202 

(21,626,740) 

20.771,980 

(4.9) 

6.21 

2000 

439,394,942 

44,935,239 

15.526.493 

11.4 

5.11 

1999 

394.459.703 

58,729353 

17.04U59 

17.5 

5.49 

1998 

335.730J50 

46,229.002 

17.276.565 

16.0 

5.82 

1997 

289.50U48 

(116.879J53) 

14,499,914 

(28.8) 

5.00 

1996 

406J80.701 

130.573.055 

15,869,47-' 

47.3 

5.04 

1995 

275.807,646 

(55,486,611) 

16,161,064 

(16.7) 

5.29 

1994 

331.294.25-' 

75.980.006 

I1.486.r2 

29.8 

3.77 

1993 

255J14J51 

49.497,122 

12.916.816 

24.0 

4.50 

1992 
1991 

205.81  ■'.129 

(8-',133,254) 

16.504.585 
22.536.484 

(29.7) 
(17.7) 

7.02 
7.91 

292.950  J83 

(62.81 0J36) 

1990 

355.760.719 

62.711.613 

26J5I.179 

21.4 

8J7 

1989 

293,049,106 

75,093,422 

2U94J65 

34.5 

7.99 

1988 

217.955,684 

497,584 

1 5.406  J42 

0.2 

6.79 

1987 

217,458,100 

16.766,997 

12.759J94 

8.4 

5.49 

1986 

200,691.103 

(54,516,631) 

13.215.592 

(21.4) 

6.42 

1985 

255,207.734 

24,465,129 

24.920,025 

10.6 

9.85 

1984 
1983 

230,742,605 
229,286.439 

1,456,166 
(56,554,692) 

23.048.654 

0.6 

10.45 

28.477.046 

(19.8) 

10.29 

1982 

285.841.131 

38J30.I94 

42.501.636 

1.5.5 

13.5- 

1981 

247,510,937 

32.810.117 

29.020.120 

15.3 

12.05 

1980 

214,700,820 

12.827.050 

21J4I.613 

6.4 

10.51 

1979 

201,873,770 

16.449,453 

12.982,433 

8.9 

8.41 

1978 

185,424J17 

13.016.569 

10,827,779 

7.5 

6.88 

1977 

172,407,748 

11,796,744 

9,789J27 

7J 

6J8 

1976 

160.611.004 

5,757,912 

10.458.037 

3.7 

6.74 

1975 

154.853.092 

21,984J38 

12.135J49 

16.5 

8.59 

1974 

132.868.854 

50.4-8.772 

8J40.038 

61.3 

8.66 

1973 

82J90.082 

23.21 8  J32 

3J85.647 

39.2 

5.28 

1972 

5<).ri.\>0 

1.50-.-55 

4.63 
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LEGISLATIVE  AUDIT  DIVISION 


Scott  A.  Seacat,  Legislative  Auditor 
John  W.  Northey,  Legal  Counsel 


Deputy  Legislative  Auditors: 

Jim  Pellegrini,  Performance  Audit 

Tori  Hunthausen,  IS  Audit  &  Operations 

James  Gillett,  Financial-Compliance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Net  Asset  Value  for  the  state  of  Montana  Board 
of  Investments,  Retirement  Funds  Bond  Pool,  as  of  June  30,  2005,  and  2004,  and  the  related 
Statement  of  Changes  in  Net  Asset  Value  and  Statement  of  Investment  Income  and  Distribution 
for  the  fiscal  years  then  ended.  These  fmancial  statements  are  the  responsibility  of  the  Board  of 
Investments'  management.  Our  responsibility  is  to  express  an  opinion  on  these  fmancial 
statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  auditing  standards  generally  accepted  in  the  United 
States  of  America.  Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain 
reasonable  assurance  about  whether  the  fmancial  statements  are  free  of  material  misstatement. 
An  audit  includes  examining,  on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in 
the  fmancial  statements.  An  audit  also  includes  assessing  the  accounting  principles  used  and 
significant  estimates  made  by  management,  as  well  as  evaluating  the  overall  financial  statement 
presentation.  We  believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects, 
the  net  asset  value  of  the  state  of  Montana  Board  of  Investments,  Retirement  Funds  Bond  Pool,  as 
of  June  30,  2005,  and  2004,  and  its  changes  in  net  asset  value  and  investment  income  and 
distribution  for  the  fiscal  years  then  ended  in  conformity  with  accounting  principles  generally 
accepted  in  the  United  States  of  America. 


Respectfiilly  submitted, 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 


November  2,  2005 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
RETIREMENT  Fl'NDS  BOND  POOL  FINANCIAL  STATEMENTS 

STATEMENT  OF  NET  ASSET  VALUE  JUNE  30,  2005  AND  2004 

2005 


Assets 


2004 


Cash 

Security  lending  cash  collateral  (Notes  3  and  4  ) 

Interest  receivable 

Investments  managed  at  fair  value  (amortized  cost  of  S1,7S232S^41  in 

2005  and  51,552,369.244  In  2004)(\otes  2  and  4) 

Total  assets 

Liabilities 

Income  due  participants  (Note  2) 

Broker  pavable  for  securities  purchased  hut  not  settled  (Note  2) 

Security  lending  obligations  (Notes  3  and  4) 

Security  lending  expense  payable 

Total  liabilities 

Net  asset  value 

Units  Outstanding  (Note  2) 
Unit  Value  (Note  2) 


0    S 

214^42,953 
2  U  73.507 

l,836J04J71 

2,071.820,831     S 


I0J7SJ42 

1 2,000.000 

214^42,953 

582.309 

237J00.604 

1.834.620.227    S 

1 7.42 1 .903 
105JI     S 


STATEMENT  OF  CHANGES  IN  NET  ASSET  VALUE 
FOR  THE  FISCAL  YEARS  ENDED  JUNE  30,  2005  AND  2004 


Net  asset  value,  beginning  ofvear 
Value  of  units  purchased  bv  participants 
Value  of  units  sold  by  participants 
Changes  in  fair  value  ofinvestments  managed 


1,599.757.622     S 
219.000.000 
0 
15,862.605 


Net  asset  value,  end  of  year 


STATEMENT  OF  INVESTMENT  INCOME  AND  DISTRIBl  TION 
FOR  THE  FISCAL  YEARS  ENDED  JUNE  30, 2005  AND  2004 


Interest  Income  (Note  2  ) 

Amortization  accretion 

Net  rcall/ed  gains 

Security  lending  Income 

Security  lending  expense 

Adminlstralive  expenses 

Income  due  participants,  beginning  ofvear 

Income  available  for  distribution 
Distribution 


90JI3,722 
■7.120^60 

21.186.265 
4.491.649 

(4,284,986) 
(233.417) 

ll,~9S.842 

130J92J35 
120.016.993 


Income  due  participants,  end  of  year  (Note  2)  S  IOJ'5-342    S 

The  accompanying  notes  are  an  integral  part  of  these  Hnancial  statements. 


215,688,215 
2U78J90 

1.619.985.769 

1.856.952.274 


11,798.842 

29,517,180 

2I5,688JI5 

190.41? 

257.194.652 

1.599.75-^.622 

15J35.617 
104.32 


1.611.806.276 

87.900.000 

(2.737.550) 

(97J11.I04) 


1.834.620.227    S         l.599.^';7.622 


85,498  J51 

12.834.615 

15.413.877 

1.815,757 

(1,628J34) 

(226J80) 

9.8(10.159 

1 23.508.045 
111,709.203 

"798.842 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
RETIREMENT  FUNDS  BOND  POOL 

NOTES  TO  FINANCIAL  STATEMENTS 
JUNE  30,  2005  AND  2004 

1.  HISTORY  AND  ORGANIZATION 

The  Board  was  created  by  an  act  of  the  Legislature  to  invest  and  manage  the  State  of  Montana's  investment  funds  on  a 
centralized  basis.  The  Retirement  Funds  Bond  Pool  (RFBP)  was  created  by  the  Board  to  allow  qualifying  funds,  per  section 
17-6-201,  MCA,  to  participate  in  a  diversified  pool.  The  RFBP  was  created  on  April  1,  1995,  by  the  transfer  of  all  fixed 
income  and  variable-rate  securities  owned  by  the  Public  Employees',  Municipal  Police  Officers',  Game  Wardens',  Sheriffs', 
Judges',  Highway  Patrol  Officers',  Teachers',  Volunteer  Firefighters'  and  Firefighters'  Unified  retirement  funds. 

2.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Investments 

RFBP  investments  are  purchased  in  accordance  with  the  statutorily  mandated  "Prudent  Expert  Principle".  The  RFBP 
portfolio  includes  securities  classified  as  corporate,  foreign  government  bonds,  U.S.  government  direct-backed,  U.S. 
government  indirect-backed,  and  cash  equivalents.  U.S.  government  direct-backed  securities  include  direct  obligations  of  the 
U.S.  Treasury  and  obligations  explicitly  guaranteed  by  the  U.S.  government.  U.S.  government  indirect-backed  obligations 
include  U.S.  government  agency  and  mortgage-backed  securities.  U.S.  government  mortgage-backed  securities  reflect 
participation  in  a  pool  of  residential  mortgages. 

The  RFBP  portfolio  includes  structured  financial  instruments  known  as  REMICs  (Real  Estate  Mortgage  Investment 
Conduits).  REMICs  are  pass-through  vehicles  for  multiclass  mortgage-backed  securities.  Some  RFBP  REMICs  are  interest- 
only  strips  (lOs).  Strip  investments  represent  the  separate  purchase  of  the  principal  and  interest  cash  flows  of  a  mortgage 
security.  lOs  receive  cash  flow  from  the  interest  payment  component  on  underlying  mortgage  loans.  These  securities, 
purchased  for  portfolio  diversification  and  a  competitive  rate  of  return,  are  identified  and  reported  as  U.S.  government 
indirect-backed  in  the  investment  risk  and  portfolio  disclosures.  (See  Note  4  on  Investment  Risk  Disclosures  and  Note  8  for 
the  Year  End  Portfolio.) 

RFBP  fixed  income  securities  pay  a  fixed  rate  of  interest  until  maturity  while  the  variable-rate  (floating-rate)  securities  pay  a 
variable  interest  rate  until  maturity .  The  RFBP  variable-rate  securities  float  with  LIBOR  (London  Interbank  Offered  Rate) 
or  the  weighted  average  of  the  net  mortgage  interest  rates  for  the  mortgage  loan  group.  The  six  variable-rate  securities,  w  ith 
a  total  amortized  cost  of  $52,000,003  and  $250,000,  respectively,  as  of  June  30, 2005  and  2004,  are  identified  and  reported  as 
corporate  or  U.S.  government  indirect-backed  securities  in  the  investment  risk  and  portfolio  disclosures.  (See  Note  4  on 
Investment  Risk  Disclosures  and  Note  8  for  the  ^  ear  End  Portfolio.) 

The  RFBP.  as  an  internal  investment  pool,  invests  its  excess  cash  in  the  Board's  Short  Term  Investment  Pool,  (STIP),  an 
external  investment  pool.  An  external  investment  pool  commingles  the  moneys  of  more  than  one  legally  separate  entity  and 
invests,  on  the  participants'  behalf,  in  an  investment  portfolio.  STIP  participants  include  both  state  agencies  and  local 
governments.  By  meeting  certain  conditions,  STIP,  as  a  2a7-like  pool,  is  allowed  to  use  amortized  cost  rather  than  fair  value 
to  report  net  assets  to  compute  unit  values. 

Investments  are  presented  in  the  Statement  of  Net  Asset  Value  at  fair  value.  Fair  values  are  determined  primarily  by 
reference  to  market  prices  supplied  to  the  Board  by  the  Board's  custodial  bank.  State  Street  Bank.  Amortized  cost, 
parenthetically  disclosed,  represents  the  original  cost,  adjusted  for  premium  and  discount  amortization  where  applicable. 
Premiums  and  discounts  are  amortized/accreted  using  the  straight-line  or  scientific  method  to  the  call,  average  life  or 
maturity  date  of  the  securities.  Amortized  cost  may  also  be  referred  to  as  book  value. 

Participant  Units 

The  Public  Employees',  Municipal  Police  Officers',  Game  Wardens',  Sheriffs'.  Judges',  Highway  Patrol  Officers', Teachers', 
Volunteer  Firefighters'  and  Firefighters'  Unified  retirement  funds  transferred  all  fixed  income  and  variable-rate  securities, 
at  amortized  cost,  into  the  RFBP  at  the  start-up  date  and  were  issued  units  according  to  the  market  value  of  each 
participant's  portfolio.  The  initial  unit  value  as  of  April  1,  1995,  was  S  100.00.  Unit  values  thereafter  are  calculated  weekly 
and  at  month  end,  based  on  portfolio  pricing,  to  allow  for  participant  transactions  to  occur  as  determined  by  the  investment 
staff. 

The  June  30,  2005  unit  value  of  S105.31  increased  from  a  June  30,  2004  unit  value  of  S104.32.  The  yield  on  longer  term 
bonds  decreased  during  the  fiscal  year,  which  has  the  effect  of  increasing  bond  prices  and  the  pool  unit  value.  A  one  percent 
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(1%)  change  in  interest  rates  is  expected  to  have  a  four  to  six  percent  (4%-6%)  inverse  change  in  the  unit  value.  RFBP 
investments  are  considered  long-term  in  nature. 

The  \  alue  of  I  nits  Purchased  b>  Participants  of  S219  million  for  fiscal  year  2005.  as  compared  to  S87.9  million  purchased 
and  S2.7  million  sold  for  fiscal  year  2004,  reflects  the  pension  funds'  portfolio  rebalancing.  RFBP  units  were  purchased  and 
sold  to  adjust  the  pension  funds'  portfolio  towards  the  stated  equity/fixed  income  asset  allocation. 

Broker  Recei\able'Pa>ahle 

RFBP  security  transactions  are  recorded  as  of  the  trade  date  rather  than  the  settlement  date.  Because  of  this  generally 
accepted  practice,  the  RFBP  portfolio  at  June  30  may  include  recei\ables  from  brokers  forsecuritiessold,  but  not  delivered, 
and  payables  to  brokers  for  securities  purchased,  but  not  received. 

Other 

Accumulated  income,  recorded  as  Income  Due  Participants,  is  distributed  monthly  on  the  first  calendar  day  ofeach  month. 
Realized  portfolio  gains/losses  are  distributed  at  least  annually  to  the  participants. 

Interest  income  reported  in  the  Statement  of  Investment  Income  and  Distribution  includes  interest  accruals  and 
miscellaneous  income. 

Administrative  expenses  incurred  by  the  Board  are  charged  daily  to  RFBP  based  on  the  Board's  expenses  applicable  to 
RFBP.    These  expenses  include  costs  for  the  custodial  bank  contract. 

3.  SECIRITIES  LENDING 

Under  the  provisions  of  state  statutes,  the  Board  has,  via  a  Securities  Lending  Authorization  Agreement,  authorized  the 
custodial  bank.  State  Street  Bank  and  Trust,  to  lend  the  Board's  securities  to  broker-dealers  and  other  entities  with  a 
simultaneous  agreement  to  return  the  collateral  for  the  same  securities  in  the  future.  During  the  period  the  securities  are  on 
loan,  the  Board  receives  a  fee  and  the  custodial  bank  must  initially  receive  collateral  equal  to  102  percent  of  the  fair  value  of 
the  loaned  securities  and  maintain  collateral  equal  to  not  less  than  100  percent  oflhe  fair  Nalue  of  the  loaned  security.  The 
Board  retains  all  rights  and  risks  of  ownership  during  the  loan  period. 

During  fiscal  years  2005  and  2004.  State  Street  loaned,  on  behalf  of  the  Board,  certain  securities  held  by  State  Street,  as 
custodian,  and  received  I  .S.  dollar  currency  cash.  I  .S.  government  securities,  and  irrcNocable  bank  letters  of  credit  as 
collateral.  State  Street  does  not  have  the  ability  to  pledge  or  sell  collateral  securities  unless  the  borrower  defaults. 

The  Board  did  not  impose  any  restrictions  during  fiscal  years  2005  and  2004  on  the  amount  of  the  loans  that  State  Street 
made  on  its  behalf.  There  were  no  failures  by  any  borrowers  to  return  loaned  securities  or  pay  distributions  thereon  during 
Tiscal  years  2005  and  2004.  Moreover,  there  were  no  losses  during  fiscal  years  2005  and  2004  resulting  from  a  default  of  the 
borrowers  or  State  Street. 

During  Tiscal  years  2005  and  2004,  the  Board  and  the  borrowers  maintained  the  right  to  terminate  all  securities  lending 
transactions  on  demand.  The  cash  collateral  received  on  each  loan  was  in\ested,  together  with  the  cash  collateral  of  other 
(lualificd  plan  lenders,  in  a  collecti\c  investment  pool,  the  Securities  Lending  Qualily  Trust  which  has  a  weighted  average 
maturity  of  35  and  4'*  days,  respectively  as  of.lune  30,  2005  and  2004.  Ihe  relationship  between  the  average  maturities  of  the 
investment  pool  and  the  Board's  loans  was  affected  by  the  maturities  of  the  loans  made  by  other  plan  entities  that  invested 
cash  collateral  in  the  collective  investment  pool,  which  Ihe  Board  could  not  determine.  M  v  car-end.  Ihe  Board  has  no  credit 
risk  exposure  to  borrowers  because  the  amounts  the  Board  owes  the  borrowers  exceed  the  amounts  the  borrowers  owe  the 
system. 

As  of  June  30.  2005.  the  carrying  and  fair  values  of  the  underlying  securities  on  loan  for  Ihe  RFBP  were  SIP'J.UI. 164  and 
S208.000.643  respectivclv.  (ash  collalenil  provided  for  Ihe  securities  on  loan  totaled  S214.242.'>53.  I  hecarrxingvalueof  the 
underlying  securities  on  loan  is  calegori/ed  as  S2').436_584  corporate.  SI  1 4. 1 2">  foreign  government  bonds,  S 1 02.99 1 ,2 II  U.S. 
government  direct-backed  bonds  and  S66,599.440  I  .S.  government  indirect-backed  bonds. 

As  of  June  30,  2004,  the  carrying  and  fair  values  oflhe  underlying  securities  on  loan  for  the  RFBP  were  SI  98,575.526  and 
S209.968.206  respectively.  C  ash  collateral  provided  for  Ihe  securities  on  loan  totaled  S2 1 5.688.2 1 5.  fhecarrying  value  of  the 
underly  ing  securities  on  loan  is  categorized  as  S25,908,826  corporate,  S4  J68,''00  foreign  government  bonds,  S2  l."l  ■"  J55  1 .8. 
government  direct-backed  bonds  and  SI46..S80,745  I  .,S.  govemmeni  indirect-backe<l  bonds. 
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4.  INVESTMENT  RISK  DISCLOSURES 

Effective  June  30.  2005,  the  Board  implemented  the  provisions  of  Governmental  Accounting  Standards  Board  (GASB) 
Statement  No.  40  -  Deposit  and  Investment  Risk  Disclosures.  The  fmancial  statement  disclosures  for  the  year  ended  June 
30,  2004  have  been  restated  to  compare  with  the  financial  statement  disclosures  for  the  year  ended  June  30.  2005.  The 
investment  risk  disclosures  are  described  in  the  following  paragraphs. 

Credit  Risk 

Credit  risk  is  defined  as  the  risk  that  an  issuer  or  other  counterparty  to  an  investment  will  not  fulfill  its  obligation.  With  the 
exception  of  the  U.S.  government  securities,  the  RFBP  fixed  income  instruments  have  credit  risk  as  measured  by  major 
credit  rating  services.  This  risk  is  that  the  issuer  of  a  fixed  income  security  may  default  in  making  timely  principal  and 
interest  payments.  The  Board  of  Investment's  policy  requires  RFBP  fixed  income  investments,  at  the  time  of  purchase,  to  be 
rated  an  investment  grade  as  defined  by  Moody's  or  by  Standard  &  Poor's  (S&P)  rating  services.  The  U.S.  government 
securities  are  guaranteed  directly  or  indirectly  by  the  U.S.  government.  Obligations  of  the  U.S.  government  or  obligations 
explicitly  guaranteed  by  the  U.S.  government  are  not  considered  to  have  credit  risk  and  do  not  require  disclosure  of  credit 
quality.  The  credit  ratings  presented  in  the  table  below  are  provided  by  S&  P's  rating  services.  If  an  S&P  rating  is  not 
available,  a  Moody's  rating  has  been  used. 

Custodial  Credit  Risk 

Custodial  credit  risk  for  investments  is  the  risk  that,  in  the  event  of  the  failure  of  the  counterparty  to  a  transaction,  a 
government  will  not  be  able  to  recover  the  value  of  the  investment  or  collateral  securities  that  are  in  the  possession  of  an 
outside  party.  As  of  June  30,  2005  and  2004,  all  the  fixed  income  securities  were  registered  in  the  nominee  name  for  the 
Montana  Board  of  Investments  and  held  in  the  possession  of  the  Board's  custodial  bank.  State  Street  Bank.  The  State  Street 
repurchase  agreement  was  purchased  in  the  State  of  Montana  Board  of  Investments  name. 

Concentration  of  Credit  Risk 

Concentration  of  credit  risk  is  the  risk  of  loss  attributed  to  the  magnitude  of  a  government's  investment  in  a  single  issuer. 
Investments  issued  or  explicitly  guaranteed  by  the  U.S.  government  are  excluded  from  the  concentration  of  credit  risk 
requirement.  According  to  the  RFBP  Investment  Policy,  "with  the  exception  of  U.S.  government  indirect-backed  (agency) 
securities,  additional  RFBP  portfolio  purchases  will  not  be  made  in  a  credit  if  the  credit  risk  exceeds  2  percent  of  the 
portfolio  at  the  time  of  purchase".  As  of  June  30, 2005,  the  RFBP  had  concentration  of  credit  risk  exposure  to  the  Federal 
Home  Loan  Mortgage  Corp  of  6.2 1  %.  As  of  June  30, 2004,  there  were  no  single  issuer  investments  that  exceeded  5%  of  the 
RFBP  portfolio. 

Interest  Rate  Risk 

Interest  rate  risk  is  the  risk  that  changes  in  interest  rates  will  adversely  affect  the  fair  value  of  an  investment.  The  RFBP 
investment  policy  does  not  formally  address  interest  rate  risk.  In  accordance  with  GASB  Statement  No.  40,  the  Board  has 
selected  the  effective  duration  method  to  disclose  interest  rate  risk.  This  method,  as  provided  by  our  custodial  bank,  is 
"An  option-adjusted  measure  of  a  bond's  (or  portfolio's)  sensitivity  to  changes  in  interest  rates.  Duration  is  calculated  as  the 
average  percentage  change  in  a  bond's  value  (price  plus  accrued  interest)  under  shifts  of  the  Treasury  curve  plus/minus  100 
basis  points.  The  effective  duration  method  incorporates  the  effect  of  the  embedded  options  for  bonds  and  changes  in 
prepayments  for  mortgage-backed  securities  (including  pass-th roughs,  CMOs  and  ARMs)." 

Corporate  asset-backed  securities  are  based  on  cash  flows  from  principal  and  interest  payments  on  underlying  auto  loan 
receivables,  credit  card  receivables,  and  other  assets.  These  securities,  while  sensitive  to  prepayments  due  to  interest  rate 
changes,  have  less  credit  risk  than  securities  not  backed  by  pledged  assets. 

As  reported  in  the  U.S.  government  indirect-backed  category,  the  RFBP  portfolio  holds  REMICs  totaling  $554,309  and 
$1,034,466  in  amortized  cost,  respectively,  as  of  June  30, 2005  and  June  30,  2004.  These  securities  are  based  on  separate  or 
combined  cash  flows  from  principal  and  interest  payments  on  underlying  mortgages. 

The  Interest  Only  (lO)  securities  are  more  sensitive  to  prepayments  by  mortgagees  resulting  from  interest  rate  changes  than 
other  REMIC  securities.  The  lO  REMIC  securities  purchased  in  August  and  September  1992  are  being  reduced 
periodically  towards  zero  according  to  the  expected  average  life  of  the  underlying  mortgages.  The  lO  securities  amortized 
cost  is  $3  as  of  June  30, 2005  and  $250,000  as  of  June  30,  2004. 

The  RFBP  holds  one  inverse  variable  rate  corporate  $25  million  par  bond.  The  quarterly  coupon  is  calculated  at  an 
increased  set  rate  less  the  12  month  LIBOR  in  arrears.  As  interest  rates  increase,  the  coupon  paid  will  decline. 
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State  of  Montana  investments  are  categorized  below  to  disclose  credit  and  interest  rale  risk  as  or  June  30.  2005  and  June  30, 
2004.  C  redit  risk  reflects  the  bond  qualil\  rating,  by  investment  type,  as  of  the  June  30  report  dale.  Interest  rate  risk  is 
disclosed  using  effective  duration.  If  a  bond  investment  type  Is  unrated,  the  qualilv  ly|>e  is  indicated  bv  NR  (not  rated).  Both 
the  credit  quality  ratings  and  duration  have  been  calculated  excluding  cash  equivalents.  If  duration  has  not  been  calculated, 
duration  is  indicated  by  iNA  (not  applicable). 


Credit  Quality  Rating  and  Effective  Duration  as  of  June  30,  2005 


Securitv  Investment  Tvne 

Corporate  Bonds  (Rated) 
Corporate  Bonds  (I  nrated) 
Foreign  Government  Bonds 
L'.S.  Government  Direct-Backed 
L'.S.  Government  Indirect-Backed 
State  Street  Repurchase  Agreement*  (Rated) 
Short  Term  Investment  Pool  (STIP) 
Total  Fixed  Income  Investments 

Securities  Lending  Collateral  Investment  Pool 

*  \l  Jonr  30.  2005.  Hit  Suit  Slrrcl  Bank  rcpurchiM  agrctmtnl  »»s  collat(rali»d  il  $10,169,671  b\  a  V\\  raird  Federal  Home  I  oan 
Moii^ant  (  orporalion  note  maturing  Kcbruan  [$,  2006. 

Credit  Quality  Rating  and  Effective  Duration  as  of  June  30,  2004 


Credit 

Qualitv 

Effective 

Fair  \alue 

Ratine 

l)u  ration 

s 

894,556.479 

.\- 

5.75 

19.537.653 

NR 

4.07 

5,217.500 

BBB 

6.67 

188,790,314 

AAA 

4.50 

605,800,830 

AAA 

3.91 

9.923.600 

AA- 

NA 

112.4-^,995 

NR 

M 

s 

1.836J04J71 

AA: 

ISi 

s 

214.242.953 

NR 

NA 

Securitv  Investment  Tvpe 

Corporate  Bonds  (Rated) 
Corporate  Bonds  (I  nrated) 
Foreign  Government  Bonds 
L.S.  (.ovcrnmcnt  Direct-Backed 
U.S.  Government  Indirect-Backed 
Short  Term  Investment  Pool  (STIP) 
Total  Fixed  Income  Investments 

.Securities  Lending  Collateral  Investment  Pool 


Credit 

Qualilv 

Effective 

Fair  \'alue 

Ratios 

Duration 

s 

855,074,117 

A- 

6.54 

19,161.517 

NR 

2.88 

4,805.000 

BBB- 

6.96 

91,669.^1- 

VAA 

8.18 

585,521,127 

\AA 

6.64 

63,754.291 

NR 

NA 

s 

1.6I?.98?.760 

AA: 

6.63 

s 

212.6S8.2I5 

NR 

NA 

Specific  Legal  and  Credit  Risk 

As  of  June  30, 2005,  Delta  Airlines  Corp.  presented  a  higher  credit  risk  to  the  Board.  The  RFBP  holds  S3  million  par  10.0% 
I)cll,i  \irlines  C  orp.  bond  maturing  .lunc  5,  2013,  a  SI.971  million  par  I0.0°'o  Delta  VIrllnes  (  orp.  bond  maturing  June  5, 
21)1 1  and  a  S6  million  par  10.l4°o  Delta  \irlincs  C  orp.  bond  maturing  Vugust  14,  2012.  Due  to  a  »eak  credit  outlook  and 
polenlial  bankruplcv.  the  Board  slup|H-d  Ihcinlcresl  income  accruals  after  the  December  2004  and  Kcbruarv  2005  pav  dales. 
Vllhough  the  inlcrcsl  accruals  were  slopped,  the  Board  received  the  interest  due  in  June  2005  and  Vugust  2005.  The 
combined  book  value  of  these  securities  was  510,949,050  as  of  June  30,  2005.  Due  lo  the  company's  filing  for  Chapter  II 
bankruptcy  protection  on  September  14.  2005,  the  book  values  were  reduced  to  S1.5  million,  5985,500  and  53  million, 
respectively. 

As  of  June  30,  2005.  Northwest  Mrlines  Inc.  presented  a  higher  credit  risk  lo  the  Board.  The  RFBP  held  a  S9.9J0.036  par 
6.8l''o  Northwest  Virlines  Inc.  bond  maluring  February  I.  2020,  a  S''.802.(il4  par  -.935°o  Northwest  Virlines  Inc.  MBI  V 
Insurance (  orp.  insured  bond  maluring  \pril  I.  2019  and  a  S5.''45.000  par  4.64° o  Northwest  Virlines  Inc.  real  estate  backed 
bond  maluring  July  7.  2010.      The  combined  book  value  of  these  securities  was  S22.989_J39  as  of  June  30.  2005.    On 
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September  14,  2005,  the  company  flied  for  Chapter  1 1  bankruptcy  protection.  Due  to  this  action,  the  Board  stopped  the 
interest  income  accruals  for  the  6.81%  bond  maturing  February  1,  2020  after  the  August  2005  pay  date.  This  issue  was 
sold  on  September  20,  2005  generating  a  loss  of  $642,183.  The  sale  included  accrued  interest  from  August  1,  2005  to 
September  20,  2005.  Since  the  7.935%  bond  maturing  April  1,  2019  is  insured  by  MBIA  Insurance  Corp.  to  support  the 
payment  of  any  interest  due  and  outstanding  principal  balance,  the  Board  did  not  stop  the  interest  income  accrual  or  reduce 
book  value.  The  4.64%  bond  maturing  July  7, 2010  is  secured  by  Northwest  Airlines  Inc.'s  corporate  headquarters  building 
and  land. 

As  of  June  30,  2005  and  June  30,  2004,  Burlington  Industries,  Inc.  presented  a  legal  and  higher  credit  risk  to  the  Board. 
The  Board  owns  a  Burlington  Industries,  Inc.,  $6  million  par,  7.25%  bond  maturing  September  15,  2005.  In  September 
2000,  the  company  announced  a  reduction  of  stockholders  equity.  Due  to  an  increasing  senior  bank  line  and  declining  credit 
trend,  the  bond  ratings  for  this  issue  were  downgraded,  in  May  2001,  by  the  Moody's  and  Standard  &  Poor's  rating 
agencies.  During  fiscal  year  2001,  the  book  value  of  Burlington  Industries  Inc.  was  reduced  from  the  August  31,  2000  book 
value  of  $5,609,640  to  $2,400,000.  Due  to  the  company's  filing  for  Chapter  1 1  bankruptcy  protection  on  November  1 1, 2001, 
the  book  value  was  reduced  to  $1,200,000.  in  October  2003,  Burlington  Industries,  Inc.  received  court  approval  to  sell  its 
assets.  Under  the  company's  recovery  plan,  the  Board  received  $1,454,961  in  August  2004  for  its  unsecured  claim.  This 
transaction  reduced  the  book  value  to  $0  and  generated  a  gain  of  $254,961.  In  February  2005  and  May  2005,  the  Board 
received  an  additional  $208,771  and  $194,247,  respectively,  for  its  unsecured  claim.  The  Board  is  expected  to  receive 
additional  proceeds  over  the  next  two  to  three  years. 

As  of  June  30, 2004,  Winn  Dixie  presented  a  higher  credit  risk  to  the  Board.  The  RFBP  held  a  Winn  Dixie  Trust,  $70  million 
par,  zero  coupon  bond  maturing  September  1,  2024.  Due  to  a  weak  credit  outlook  and  collateral  uncertainty,  the  Board 
stopped  accruing  income  and  reduced  the  book  value  to  S5.2  million  in  February  2004.  On  February  21,  2005,  Winn  Dixie 
declared  bankruptcy.  On  February  28,  2005,  the  Board  sold  the  bond  and  recorded  a  $4.6  million  gain. 

5.  DEUTSCHE  BANK  SECURITIES,  INC.  COMPLAINT 

The  Board  received  a  summons  and  complaint,  dated  September  3, 2002,  regarding  the  sale  of  a  Pennzoil  Quaker  State,  $5 
million  par,  6.75%  corporate  bond  maturing  April  1.2009.  Deutsche  Bank  Securities  claims  a  "breach  of  contract"  for  the 
March  25,  2002  sale  of  the  bond  at  a  price  of  $94,669  plus  accrued  interest.  Deutsche  Bank  Securities  seeks  damages  of 
$538,632  for  the  additional  costs  incurred  to  acquire  the  bond  from  third  parties,  plus  any  statutory  interest,  costs  and 
expenses.  On  October  1,  2002.  Shell  Oil  Company  acquired  Pennzoil  and  subsequently  announced  a  public  tender  of 
Pennzoil  Quaker  State  debt.  The  Board  tendered  the  Pennzoil  Quaker  State  holdings  on  October  8.  2002  at  a  price  of 
$113,099.  The  tender  was  accepted  with  a  settlement  date  of  November  1,  2002.  On  November  4, 2002,  the  Board  received 
$5,683,075  in  principal  and  interest  plus  $150,000  as  a  consent  fee.    As  of  September  23, 2005,  this  matter  is  still  pending. 

6.  BLOOMBERG  PORTFOLIO  ORDER  MANAGEMENT  SYSTEM  (POMS) 

In  July  2005,  the  Board  agreed  to  lease  a  Portfolio  Order  Management  System  (POMS)  from  Bloomberg  Financial  Ser\'ices. 
This  electronic  securities  trading  system  reduces  trading  time  and  paperwork,  increases  trading  and  accounting  accuracy, 
and  provides  certain  controls  not  previously  available.  The  Board  has  been  using  the  basic  Bloomberg  Financial  Network 
Services  for  many  years  and  already  leased  the  hardware  required  to  implement  the  trading  system. 

The  trading  system  will  serve  the  Board's  internally  managed  portfolios  and  will  be  phased  in  as  training  is  completed. 
Electronic  trading  began  with  the  internally-managed  component  of  the  Montana  Domestic  Equity  Pool  in  August  2005. 
Electronic  trading  for  the  Short  Term  Investment  Pool  will  be  next  followed  by  the  other  fixed  income  portfolios  managed  by 
Board  Staff. 

7.  CLASS  ACTION  LITIGATION 

In  April2005,  the  Board  signed  a  contract  with  the  law  firm  Barrack.  Rodos  &  Bacinetoensurethat  the  Board  participates 
in  all  class  action  litigation  to  which  it  is  entitled  to  participate.  Historically,  the  Board,  by  agreement  with  its  custodial 
bank,  State  Street  Bank,  has  relied  on  State  Street  staff  to  complete  and  file  class  action  claims  on  the  Board's  behalf. 

While  State  Street  Bank  will  continue  to  complete  these  duties,  the  law  firm  will  monitor  transactions  that  may  entitle  the 
Board  to  be  a  party  in  any  class  action  litigation.  The  law  firm  will  access  Board  portfolios  and  securities  transactions  on  the 
State  Street  accounting  system  using  the  INSIGHT  down  load  function.  The  law  firm  will  then  request  written 
documentation  from  the  Bank  proving  the  claims  have  been  filed. 

Class  action  litigation  results  from  fraudulent  activity  damaging  the  Board's  investments.  While  the  Board  has  never 
pursued  becoming  a  lead  plaintiff  in  class  action  litigation,  the  law  firm  contract  permits  the  Board  to  become  a  lead  or  co- 
lead  plaintiff  in  these  instances.  Under  certain  circumstances  the  Board's  fiduciary  responsibility  may  require  it  to  act  as  a 
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lead  ur  co-lead  plaintilT  to  recover  funds  lost  to  fraud  or  other  questionable  activity. 

8.  YEAR  END  PORTFOLIO 

The  June  30, 2005  RFBP  portfolio  is  listed  below.  The  security  type  percentage  is  based  on  the  fair  value  ratio  of  the  specific 
security  investment  type  to  the  total  portfolio. 


Security  Name 

SHORT  TERM  INVtSTMENT  POOL 

STATE  STREET  REPURCHASE  AGREEMENT 


CASH  EQUIVALENTS 


AA  /  FT  WORTH  HO  FINANCE  TRUST 

AERO  1  HQ  FINANCE  TRUST 

AMERICA  WEST  AIRLINES  EQUIPMENT  TRUST 

AMERICAN  AIRLINE  EQUIPMENT  TRUST 

AMERICAN  AIRLINES  1991  EQUIPMENT  TRUST 

AMERICAN  EXPRESS  CO 

AMERICAN  GEN  FINANCIAL  CORP 

ARCHER  DANIELS  MIDLAND  CO 

ATCHISON  TOPEKA  *  SANTA  FE  RY 

BANK  ONE  TEXAS 

BANKBOSTON  NA 

BAYERISCHE  LANDESBANK 

BELLSOUTH  CORP 

BELLSOUTH  TELECOMM  INC 

BISHOPSGATE  CDO  LTD 

BORG  WARNER  AUTOMOTIVE  INC 

BURLINGTON  INDUSTRIES  INC 

BURLINGTON  NORTHERN  RR  CO 

BURLINGTON  NORTHERN  RR  CO 

CANADIAN  NATIONAL  RAILWAY  CO 

CANADIAN  PACIFIC  LTD 

CAPITAL  ONE  BANK 

CEI^TEX  CORP 

CHAMPION  INTERNATIONAL  CORP 

CHICAGO  -  NORTH  WESTERN  RY 

CIT  GROUP  INC 

CITICORP  CAPITAL  II 

CITIGROUP  INC 

CONTINENTAL  AIRLINES  EQUIPMENT  TRUST 

CORPORATE  PROPERTY'  REIT 

COX  COMMUNICATIONS  INC 

CSX  CORP 

CSX  CORP 

DEER  PARK  REFINING  L  P 

DELTA  AIR  LINES  INC  EQUIPMENT  TRUST 

DELTA  AIR  LINES  INC  EQUIPMENT  TRUST 

DELTA  AIR  LINES  INC  EQUIPMENT  TRUST 

DELTA  AIR  LINES  INC  EQUIPMENT  TRUST 

DONNELLEY  R  R  •■  SONS  CO 

DOT  HEADQUARTERS  II  LEASE  MTG 

EASTERN  ENERGY  LTD 

EL  PASO  NATURAL  GAS  CO 

ENTERGY  ARKANSAS  INC 

FIRST  CHICAGO  CORP 

FIRST  UNION  BANK  NC  CHARLOTTE 

FLORIDA  GAS  TRANSMISSION  CO 

FORD  MOTOR  CREDIT  CO 

FORD  MOTOR  CREDIT  CO 

FORD  MOTOR  CREDIT  CO 

FPL  ENERGY  NATIONAL  WIND  LLC 

GALENA  CDO  TRUST 

GENERAL  AMERICAN  TRANSN  CORP  EQUIP 

FRST 


Coutwn      VUluritv  Par 


2.250 


07/01/05 


112.477.995 
9.923.500 


Book  \'aluc 


112.477.995 
9.923.600 


Fair  \'alue 

112.477.995 
9.923.600 


2  Issue(s) 


I22.40US95 


I22.40I..S95 


122,401.595 


6.13% 
0.54% 


6.67% 


5.500 

10/05/10 

7.925.967 

7.925.967 

7.712.758 

0.42% 

4.640 

07/07/10 

5.745.000 

5.745.000 

5.514.071 

0.31% 

7.930 

01/02/19 

4.756.695 

4.756.695 

5.251.518 

0.29% 

6.977 

05/23/21 

8.566.131 

8.547.841 

7.880.840 

0.43% 

10.180 

01/02/13 

5.000.000 

4.998.454 

3.550.000 

0.19% 

4.750 

06/17/09 

3.000.000 

2.995.030 

3.050.939 

0.17«/i 

4.625 

05/15/09 

6.000.000 

5.022.242 

5.030.672 

0.33% 

10.250 

01/15/06 

3.500.000 

3.499.410 

3.624.671 

0.20% 

6.550 

01/06/13 

6.730.044 

6.730.044 

7.083.375 

0.39% 

6.250 

02/15/08 

4.000.000 

3.914.200 

4.200.769 

0.23% 

6.375 

03/25/08 

4.000.000 

3.917.974 

4.228.864 

0.23% 

VAR 

09/27/1 1 

25.000.000 

25.000.000 

25.000.000 

1.35% 

4.750 

11/15/12 

2.000.000 

1,995.501 

2.010.498 

0.11% 

6.300 

12/15/15 

13.467.800 

14.668.428 

14.399.583 

0.78% 

5.180 

06/30/10 

30.000.000 

30.000.000 

30.000.000 

1.53% 

7.000 

11/01/06 

5.000.000 

5.003.632 

5.179.683 

0.28% 

7.250 

09/15/05 

6.000.000 

0 

60 

0.00% 

7.970 

01/01/15 

3.533.016 

3.533.016 

4.349.425 

0.24% 

6.940 

01/02/14 

3.194.089 

3.194.089 

3.727.671 

0.20% 

6.800 

07/15/18 

6.000.000 

5.959.156 

7,174.438 

0.39% 

9.450 

08/01/21 

5.000.000 

5.132.397 

7,321,859 

0.40% 

5.000 

06/15/09 

6.000.000 

5.991.032 

6.130,502 

0.33% 

4.550 

11/01/10 

9.000.000 

8.987.505 

8.893.431 

0.48% 

7.150 

12/15/27 

7.000.000 

6.874.841 

8.222.507 

0.45% 

8.910 

01/01/15 

7.798.942 

7.798.942 

9.349.252 

0.51% 

4.750 

12/15/10 

7.000.000 

7.245.860 

7,080.906 

0.39% 

8.015 

02/15/27 

4,000,000 

3.971.708 

4.387.868 

0.24% 

6.200 

03/15/09 

5,000,000 

4.870.922 

5.343.475 

0.29% 

6.545 

02702/19 

5,590,057 

6.590.057 

5.375.880 

0.35% 

7.875 

03/15/16 

12.000.000 

12.047.590 

14.577.978 

0.79'>'. 

4.625 

01/15/10 

7.000.000 

5.993.496 

5.981.520 

0.38% 

7.450 

05/01/07 

3.000.000 

3.038.652 

3.175.350 

0.17% 

7.900 

05/01/17 

4.588.000 

4.586.425 

5.848.013 

0.32% 

6.470 

12/15/08 

4.149.700 

4.121.474 

4.307.496 

0.23% 

10  140 

08/14/12 

2.000.000 

2.000.000 

850.000 

0.05% 

10  140 

08/14/12 

4.000.000 

3.989.204 

1.700.000 

0.09% 

10.000 

06/05/11 

1.971,000 

1.959.845 

827.820 

0.05% 

10.000 

06/05/13 

3.000.000 

3.000.000 

1.290.000 

0.07% 

4.950 

05/15/10 

5.000.000 

4.987.034 

5.023.355 

0.27% 

1.000 

12/07/21 

30.000.000 

25.761.803 

26.706.900 

1.45% 

7250 

12/01/16 

5.000.000 

4.948.556 

5,190.832 

0.34% 

8625 

01/15/22 

5.000.000 

5.192.445 

5.812.500 

0.32% 

4.500 

06/01/10 

7.000.000 

6.%9.53l 

7.001.369 

0.38% 

6.375 

01/30/09 

4.000.000 

3.851.834 

4.286.544 

0.23% 

5.800 

12/01/08 

6.000.000 

5.770.324 

6.314.047 

0.34% 

9190 

11/01/24 

10.000.000 

9.948.503 

12.726.526 

069% 

7.375 

10/28/09 

8.000.000 

8.005.650 

7.900.353 

0.43% 

7.000 

10/01/13 

5.000.000 

4.884.854 

4.797.395 

0.26% 

5.700 

01/15/10 

7.000,000 

6.938.234 

6.445.144 

0.35% 

5.608 

03/10/24 

3.000,000 

3.000.000 

3.061.200 

0.17% 

VAR 

01/11/13 

12,000,000 

I2.O0O.0OO 

12.000.000 

0.65% 

8.420 

01/01/15 

7,444.367 

7.444,357 

8.582.520 

047% 
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Security  Name 

GENERAL  ELECTRIC  CAPITAL  CORP 

GENERAL  MOTORS  ACCEPTANCE  CORP 

GENERAL  MOTORS  ACCEPTANCE  CORP 

GENERAL  MOTORS  ACCEPTANCE  CORP 

GTE  CORP 

GTE  SOUTH  INC 

HOUSEHOLD  FINANCE  CORP 

HOUSEHOLD  FINANCE  CORP 

IBP  FINANCE  CO  CANADA 

ILLINOIS  BELL  TELEPHONE  CO 

ING  SECURITY  LIFE  INSTITUTIONAL  FDG 

INTERNATIONAL  LEASE  FINANCE  CORP 

INTERNATIONAL  PAPER  CO 

INTERNATIONAL  PAPER  CO 

J  P  MORGAN  CAPITAL  TRUST 

J  P  MORGAN  CHASE  COMMERCIAL  MORTGAGE 

TRUST 

J  P  MORGAN  CHASE  COMMERCIAL  MORTGAGE 

TRUST 

KCT  INTERMODAL  TRANSPORTATION  CORP 

KELLWOOD  CO 

KERR  MCGEE  CORP 

KERR  MCGEE  CORP 

KEY  BANK 

KEYCORP 

KRAFT  FOODS  INC 

LEHMAN  BROTHERS  HOLDINGS  INC 

MACMILLAN  BLOEDEL  LTD 

MARSH  +  MCLENNAN  COS  INC 

MEAD  CORP 

MED  MAP  LLC  MONTANA 

MED  MAP  LLC  MONTANA 

METLIFE  INC 

METROPOLITAN  LIFE  GOLBAL  MTN 

MILLENIUM  AMERICAN  INC 

MOBIL  CORP 

MORGAN  J  P  +  CO  INC 

NATIONWIDE  FINANCIAL  SERVICES  INC 

NORFOLK  SOUTHERN  CORP 

NORTHWEST  AIRLINES  EQUIPMENT  TRUST 

NORTHWEST  AIRLINES  EQUIPMENT  TRUST 

OCCIDENTAL  PETROLEUM  CORP 

OCCIDENTAL  PETROLEUM  CORP 

OLD  REPUBLIC  INTERNATIONAL  CORP 

PACIFIC  BELL  TEL  CO 

PANAMERICAN  BEVERAGES  INC 

PHILLIPS  PETROLEUM  CO 

PNC  FUNDING  CORP 

PPL  MONTANA  LLC 

SBC  COMMUNICATIONS  INC 

SECURITY  CAP  GROUP  INC 

SONAT  INC 

SOUTHERN  UNION  CO 

SOUTHWEST  GAS  CORP 

SOUTHWEST  GAS  CORP 

SOUTHWESTERN  BELL  TEL  CO 

SUNAMERICA  INC 

SUPER  VALUE  INC 

TENNECO  PACKAGING  INC 

TEXAS  GAS  TRANSMISSION  CORP 

TRANSCONTINENTAL  GAS  PIPE  LINE 

TRISTATE  GENERATION^RANSPORT  ASSOC 


Coupon 

.MaturitV' 

Par 

Book  \alue 

Fair  Value 

% 

8.125 

05/15/12 

5.000.000 

5,196,846 

6,073,494 

0.33% 

6.125 

08/28/07 

5.000.000 

5,008,377 

4,937,581 

0.27% 

6.875 

08/28/12 

15.000.000 

12.958,246 

13,704,203 

0.75% 

5.625 

05/15/09 

9.000.000 

9.157.019 

8.363.120 

0.46% 

7.900 

02/01/27 

14.000.000 

14.000.000 

15.223.082 

0.83% 

7.500 

03/15/26 

9.000.000 

8,891.819 

9.476.444 

0.52% 

6.875 

03/01/07 

4.000.000 

3,976,770 

4.182.574 

0.23% 

6.500 

11/15/08 

5.000.000 

4,894.747 

5.345.256 

0.29% 

7.450 

06/01/07 

3.000.000 

2.999.603 

3.124.710 

0.17% 

6.625 

02/01/25 

2.000.000 

1.814.963 

2.030.414 

0.11% 

4.250 

01/15/10 

7.000.000 

6.986.095 

6.981,016 

0.38% 

4.550 

10/15/09 

2.000.000 

2.006.753 

2,018,430 

0.11% 

6.875 

11/01/23 

3.000.000 

2.967.285 

3,345.128 

0.18% 

4.000 

04/01/10 

4.000.000 

4.001.196 

3,865.628 

0.21% 

7.540 

01/15/27 

6.000.000 

5.703.599 

6.456.179 

0.35% 

4.555 

06/12/41 

12.000.000 

11,999,883 

12,094,774 

0.66% 

3.053 

01/15/38 

2.672.372 

2.680.027 

2,600,771 

0.14% 

6.884 

08/01/18 

3.472,533 

3.472.533 

3,851,325 

0.21% 

7.625 

10/15/17 

12.000.000 

11.836.774 

12,886,860 

0.70% 

7.125 

10/15/27 

7.000.000 

7.081.879 

7,253.750 

0.40% 

6.950 

07/01/24 

4.000,000 

3.970.435 

4.133.092 

0.23% 

4.412 

03/18/08 

5.000.000 

5.000.000 

5.021,160 

0.27% 

4.700 

05/21/09 

5.000.000 

4,999,495 

5.079.160 

0.28% 

4.125 

11/12/09 

2.000.000 

1,991,492 

1.983.028 

0.11% 

3.950 

11/10/09 

7.000.000 

6.987.832 

6.903.001 

0.38% 

7.700 

02/15/26 

10,000,000 

9.841.409 

12.038.152 

0.66% 

7.125 

06/15/09 

7,000.000 

6.996.836 

7.572.974 

0.41% 

7.350 

03/01/17 

11.000.000 

10.992.835 

12.999.990 

0.71% 

7.060 

12/01/15 

9.140.000 

9.140.000 

9.140.000 

0.50% 

7.000 

06/01/21 

5.940.000 

5,940.000 

5.940.000 

0.32% 

5.000 

11/24/13 

5,000,000 

4.959.645 

5.086.030 

0.28% 

4.250 

07/30/09 

3,000.000 

2,998,779 

3.010.404 

0.16% 

7.000 

11/15/06 

4.000.000 

3,983,439 

4.115,000 

0.22% 

5.940 

01/15/19 

8.422.738 

8,422,738 

9.190,754 

0.50% 

0.000 

04/15/27 

30.000,000 

5.821.215 

5.784.627 

0.32% 

8.000 

03/01/27 

6,000.000 

5.918.501 

6.533.810 

0.36% 

7.700 

05/15/17 

6.000,000 

6.024.539 

7.504.399 

0.41% 

6.810 

02/01/20 

9,930,036 

9.579.757 

8.577.069 

0.47% 

7.935 

04/01/19 

7,802,614 

7.564.572 

8,485,342 

0.46% 

7.200 

04/01/28 

13.000,000 

12.862.250 

15.182.251 

0.88% 

8.750 

01/15/23 

6.000.000 

5.957.566 

8.391.748 

0.46% 

7.000 

06/15/07 

4.000.000 

3,999.577 

4.212.168 

0.23% 

7.250 

11/01/27 

6.000,000 

5.962.320 

6.428,449 

0.35% 

7.250 

07/01/09 

5,000,000 

5.976,370 

5.541.077 

0.36% 

7.125 

03/15/28 

11,000.000 

10,856,249 

11.939.122 

0.65% 

4.200 

03/10/08 

10.000.000 

9.995.785 

10.003.020 

0.54% 

8.903 

07/02/20 

20.561.686 

20.642,287 

24.630.834 

1 .34% 

4.125 

09/15/09 

3,000,000 

2.999.429 

2.975.139 

0.16% 

7.700 

06/15/28 

3.000.000 

3,504.948 

4.009.649 

0.22% 

7.000 

02/01/18 

3.000.000 

2,999,713 

2.775.000 

0.15% 

7.600 

02/01/24 

7.000.000 

7,033,937 

8.577.976 

0.47% 

7.500 

08/01/06 

6.000.000 

5.031,007 

5.210.515 

0.34% 

8.375 

02/15/11 

6.000.000 

5.988.025 

7.027.750 

0.38% 

7.000 

11/15/27 

3.000.000 

2.996.914 

3.186,361 

0.17% 

8.125 

04/28/23 

13.000.000 

13.016.674 

17.393,243 

0.95% 

7.875 

08/01/09 

3.000.000 

3.002.944 

3,344,290 

0.18% 

7.200 

12/15/05 

5.000.000 

5.003.551 

5,084,106 

0.28% 

7.250 

07/15/27 

3.000.000 

2.779.483 

3,754,188 

0.20% 

7.250 

12/01/26 

3.000.000 

3.002,805 

3.240,000 

0.18% 

6.040 

01/31/18 
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8,000,000 

8,077,942 

8,314,160 

0.45% 

Security  Name 


foupon      Maluril\  Par 


Book  \'aiue 


Fair  \"aluc 


TYSON  FCWDS  INC 

ULTRAMAR  DIAMOND  SHAMROCK  CORP 

UNION  OIL  CO  CALIFORNIA 

UNION  PACIFIC  RESOURCES  GROUP  INC 

UNION  TANK  CAR  CO 

UNION  TANK  CAR  CO 

US  BANK  NA  MINNEAPOLIS 

WAL  MART  STORES  INC  PASS  THRU  TRUST 

WASHINGTON  MUTUAL  INC 

WESTERN  PROPERTIES  REIT 

WESTVACOCORP 

WEYERHAEUSER  CO 

WILLAMETTE  INDUSTRIES  INC 

XANTERRA  SOUTH  RIM  LLC 

ZIONS  BANCORPORATION 


8.250 
7.200 
6.700 
7,050 
7.125 
7.450 
6.500 
7.490 
4.200 
7.200 
7.650 
8.500 
7.000 
5.690 
5.650 


10/01/11 
10/15/17 
10/15/07 
05/15/18 
02/01/07 
06/01/09 
02/01/08 
06/21/07 
01/15/10 
09/15/08 
03/15/27 
01/15/25 
02/01/18 
12/15/11 
05/15/14 


5.000.000 
3.000.000 
5.000.000 

12,000.000 
6.000.000 
5.000.000 
5.000.000 
1.779.418 
9.000.000 
3.000.000 
9.000.000 
7.000,000 
4.000.000 

10.000.000 
4.000,000 


5.391,409 
2,982,963 
4.996.302 

11,937,216 
5,998,982 
5.000.000 
4,999,625 
1.774,006 
8,987,665 
2,943,094 
8,966,526 
7,274,863 
3,979,654 

10,000,000 
3,936,177 


5.902.618 
3,413,227 
5,209.743 

13.722.025 
6.274.304 
5.540.716 
5.299.412 
1.871,365 
8.928.072 
3.243.163 

10.735.240 
9,020.400 
4.423.998 

10.000,000 
4,235,728 


0.32% 
O.I9«/o 
0.28% 
0.75% 
0.34% 
0.30% 
0.29»/o 
0.10% 
0.49<'/o 
0.18% 
0.58% 
0.49% 
0.24% 
0.54% 
0.23% 


Corporate  Bonds  (Rated) 


I27lssue(s) 


874.682,207 


838,067.187 


894.556.479        48.72% 


FIRST  IN  FERSTATE  BANC  SYSTEM.  MONTANA  7.500  10/01/06  6.230.000  6.230.000  6.230.000  0.34% 

AMERICAN  PRESIDENT  COS  LTD  8.000  01/15/24  5.000.000  4.751.614  5.000.000  0.27% 

MERIDIAN  TRAILER  TRAIN  EQUIPMENT  TRUST  9.850  01/29/10  998.305  998.305  998.305  0.05% 

MERIDIAN  TRAILER  TRAIN  EQUIPMENT  TRUST  9.850  01/29/08  736,725  736,725  736.725  0.04% 

WIIMINGTON  TRUST  TUCSON  ELECTRIC  10.211  01/01/09  6.572.623  6.572.623  6.572.623  0.36% 


Corporate  Bonds  (I  nrated) 

5  Issue(s) 

19.537,653 

19,289,266 

I9A}7,6S3 

1.06% 

UNITED  MEXICAN  STATES 

5.875 

01/15/14 

5,000,000 

4.962,105 

5.217.500 

028% 

Foreign  Government  Bonds 

I  lssue(s| 

5,000,000 

4,962,105 

5,2I7„')O0 

0,28% 

ASTRO  OFFSHORE  CORP  USGG  XI  6.000  12/20/19  11.691.000  11.691.000  11.691,000  0.64% 

EN'SCO  OFFSHORE  CO  USGG  XI  6.360  12/01/15  7,000.158  7,000.158  7.649.703  0.42% 

GLOBAL  INDUSTRIES  LTD  USGG  XI  7.710  02/15/25  8.000.000  8.000.000  8.000.000  0.44% 

TUNISIA  AID  USGG  XI  6.710  02/01/24  3.900.522  3.721.376  3.900.522  0.21% 

USGG  SHIPPING  +  CENAC  TOWING  USGG  XI  7.000  05/15/21  9.655.000  9.655.000  9.655.000  0.53% 

VESSEL  MANAGEMENT  SERVICES  INC  USGG  XI  6.080  05/20/24  11.400.000  11.400.000  12.589.932  0.69% 

VESSEL  MANAGEMENT  SERVICES  INC  USGG  XI  6.750  06/15/25  8,200.000  8.200.000  9.502.734  0.52% 

GNMA II  POOL  001254  9.500  09/20/19  27.952  27.845  30.966  0.00"/. 

CNMA  POOL  M6249  10.000  12/15/10  4.682  4.664  5.149  0.00"/o 

CNMA  POOL  135544  10.000  01/15/16  68.180  67.910  77.993  O.OOto 

UNITED  STATES  TREASURY  BONDS  7.250  05/15/16  21.000.000  21.656.877  26.906.250  1.47% 

UNITED  STATES  TREASURY  NOTES  3.000  02/15/09  15.000.000  14.596.525  14.649.615  0.80% 

UNITED  STATES  TREASURY  NOTES  1.500  03/31/06  25.000.000  24.703.922  24.637.700  1.34% 

UNITED  STATES  TREASURY  NOTES  2.750  06/30/06  30.000.000  30.072.095  29.769.150  1.62% 

UNITED  STATES  TREASURY  NOTES  3.000  12/31/06  30.000.000  29.897.033  29.724.600  1.62«o 


U.S.  Government  Direct-Backed  Bonds 


16  Issue(s) 


180.947,494 


180.694,406 


188,790,314         10.28% 


FEDERAL  HOME  LOAN  POOL  B 13150 
FEDERAL  HOME  LOAN  POOL  CO  1 523 
FEDERAL  HOME  LOAN  POOL  E00247 
FEDERAL  HOME  LOAN  POOL  E00659 
FEDERAL  HOME  LOAN  POOL  E0I376 
FEDERAL  HOME  LOAN  POOLE0I4I8 
FEDERAL  HOME  LOAN  POOL  EOI425 
FEDERAL  HOME  LOAN  POOL  E990gl 
FEDERAL  HOME  LOAN  POOL  G10173 
FEDERAL  HOME  LOAN  POOL  Gl  1670 
FEDERAL  HOME  LOAN  POOL  G30006 
FEDERAL  HOME  LOAN  BANKS 
FEDERAL  HOME  LOAN  BANKS 
FEDERAL  HOME  LOAN  BANKS 
FEDERAL  HOME  LOAN  BANKS 
FEDERAL  HOME  LOAN  BANKS 
FEDERAL  HOME  LOAN  BANKS 
FEDERAL  HOME  LOAN  BANKS 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 


4.000 
5.000 
5.500 
6.000 
4.000 
4.000 
4.500 
4.500 
6.000 
4.000 
7.000 
6.395 
7.000 
7.450 
3.750 
4.125 
5.000 
VAR 
5.125 


03/01/19 
03/01/33 
10/01/08 
04/01/14 
04/01/18 
07/01/18 
08/01/18 
09/01/18 
01/01/09 
03/01/15 
07/01/13 
06/03/14 
08/26/19 
02/03/20 
02A)7/28 
08/13/10 
08/28/19 
05/26/10 
11/07/13 
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25.551.689 
10.935,352 

882.843 

661.853 
23.788,130 
23.901.787 
24.092.467 
22.209.825 

717.401 
33.306.281 

475.526 

4.000.000 

8.000.000 

15.000.000 

5.000.000 

25.000,000 

15.000.000 

15.000.000 

13.000.000 


25.551.689 
10.846.922 

881.304 

661.440 
23.622.397 
23.352.410 
24.032.830 
22.083.113 

716.560 
32.770.727 

478.024 

3.771.139 

7.976.543 

15.089.515 

4.9%.093 

25.265.891 

15.000.000 

15.000.000 

12.925.082 


25.020.019 
10.971.234 

906.811 

685.406 
23.312.367 
23.404.448 
24.002.967 
22.127.319 

742.482 
32.615.075 

496.247 
4.593.770 
10.185.336 
19.925.475 
4.973.915 
25.052.425 
1 5.000.000 
14.993.640 
p  lao  <ii4 


1.36''o 
0.60% 
0.05% 
0.04% 
1.27% 
1.27% 
1.31% 
1.20% 
0.04% 
1.78% 
0.03% 
0.25% 
0.55% 
1.09% 
0.27% 
1  36% 
082% 
082% 

'>7|% 


Security  Name 

FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  PC  REMIC 
FEDERAL  HOME  LN  MTG  PC  REMIC  10 
FEDERAL  HOME  LN  MTG  PC  REMIC  10 
FEDERAL  NATIONAL  MTG  ASSN  REMIC 
FEDERAL  NATIONAL  MTG  ASSN  REMIC  10 
FEDERAL  NATIONAL  MORTGAGE  ASSN 
FEDERAL  NATIONAL  MORTGAGE  ASSN 
FEDERAL  NATIONAL  MORTGAGE  ASSN 
FEDERAL  NATIONAL  MORTGAGE  ASSN 
FNMAPOOL  109031 
FNMA  POOL  303125 
FNMA  POOL  303202 
FNMA  POOL  303365 
FNMA  POOL  303590 
FNMA  POOL  313999 
FNMA  POOL  572220 
FNMA  POOL  592327 
FNMA  POOL  725346 
FNMA  POOL  780956 
U  S  ARMY  HOSPITALITY  FUND 


Coupon 

.Maturity 

Par 

Book  \  alue 

Fair  \  alue 

% 

5.000 

06/18/18 

15.000.000 

15.000.000 

14.798.040 

0.81% 

4.000 

06/12/13 

13.000.000 

11.999.674 

12.639.900 

0.69% 

4.000 

07/18/18 

15.000.000 

15.000.000 

14.694.932 

0.80% 

4.500 

04/02/14 

11.000.000 

10.961.482 

10.895.940 

0.59% 

4.100 

01/28/14 

35.000.000 

35.000.000 

34.911.065 

1.90% 

5.000 

01/30/14 

13.000.000 

12.996.315 

13.034.931 

0.71% 

0.000 

06/21/32 

100.000.000 

15.631.516 

16.220.000 

0.88% 

8.250 

06/01/26 

8.000.000 

8.300.734 

11.399.280 

0.62% 

0.000 

06/05/28 

150.000.000 

31.602,050 

33.199.650 

1.81% 

0.000 

09/14/29 

100.000.000 

19.270.393 

20.532.500 

1.12% 

3.500 

09/15/07 

10.000.000 

10.092.889 

9.938.590 

0.54% 

9.300 

11/15/20 

123,348 

120.376 

122.935 

0.01% 

VAR 

08/15/07 

739,043 

1 

5.462 

0.00% 

VAR 

09/15/07 

516,380 

1 

3.814 

0.00% 

9.500 

03/25/20 

439,053 

433.930 

480.416 

0.03% 

VAR 

08/25/07 

735.175 

1 

35.423 

0.00% 

6.000 

05/15/08 

30.000.000 

29.625,051 

31.706.103 

1.73% 

7.250 

01/15/10 

17.000.000 

16.997.319 

19.270.840 

1.05% 

6.625 

11/15/10 

5.000.000 

5,116.827 

5.612.292 

0.31% 

2.800 

03/01/19 

10.000.000 

9.923.478 

9.936.390 

0.54% 

6.695 

08/01/05 

122.492 

122.461 

122.478 

0.01% 

7.500 

01/01/10 

438.256 

437.386 

454.478 

0.02% 

6.500 

05/01/14 

822,491 

816,563 

852.155 

0.05% 

6.500 

05/01/09 

1.289,313 

1,279,121 

1.344.360 

0.07% 

7.000 

11/01/10 

497,776 

497,776 

522.101 

0.03% 

6.000 

02/01/13 

914.575 

911,107 

947.263 

0.05% 

6.000 

03/01/16 

1.031.888 

1.029.472 

1.068.125 

0.06% 

5.500 

06/01/16 

2.083,466 

2.043,513 

2.143.773 

0.12% 

4.000 

03/01/19 

26.250.466 

25,987.870 

25.750.076 

1.40% 

4.500 

05/01/19 

26.653.431 

26.645.585 

26.552.967 

1.45% 

7.467 

05/01/32 

14.546.111 

14.546.111 

14.546,111 

0.79% 

U.S.  Government  Indirect-Backed  Bonds 

49  Issue(s) 

875.726,417 

587,410,682 

605,800,830 

32,99% 

RFBP  Total 

200  Is$ue(s) 

2,078,295,365 

1,752,825,241 

1,836,304,371 

100.00% 
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LEGISLATIVE  AUDIT  DIVISION 


Scott  A.  Seacat,  Legislative  Auditor 
John  W.  Northey,  Legal  Counsel 


Deputy  Legislative  Auditors: 

Jim  Pellegrini,  Performance  Audit 

Tori  Hunthausen.  IS  Audit  &  Operations 

James  Gillett,  Financial-Compliance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Net  Asset  Value  for  the  state  of  Montana  Board  of 
Investments,  Trust  Funds  Bond  Pool,  as  of  June  30,  2005,  and  2004,  and  the  related  Statement  of  Changes 
in  Net  Asset  Value  and  Statement  of  Investment  Income  and  Distribution  for  the  fiscal  years  then  ended. 
T^ese  financial  statements  are  the  responsibility  of  the  Board  of  Investments'  management.  Our 
responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  auditing  standards  generally  accepted  in  the  United  States  of 
America.  Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about 
whether  the  financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test 
basis,  evidence  supportmg  the  amounts  and  disclosures  in  the  financial  statements.  .\n  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as 
evaluating  the  overall  financial  statement  presentation.  We  believe  that  our  audit  provides  a  reasonable 
basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  materia!  respects,  the  net 
asset  valueof  the  state  of  Montana  Board  of  Investments,  Trust  Funds  Bond  Pool,  as  of  June  30,  2005, 
and  2004,  and  its  changes  in  net  asset  value  and  investment  income  and  distribution  for  the  fiscal  years 
then  ended  in  conformity  with  accounting  principles  generally  accepted  in  the  United  States  of  America. 


Respectfiilly  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


November  2.  2005 


B-12 

Room  160,  Stale  Capitol  Building.  PO  Box  201705. 
Phone  (406)  444-.1 122     FAX  (406)444.9784 


Helena  MT  5<>620-l705 
E-Mail  lad'amLgov 


STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
TRUST  FUNDS  BOND  POOL  FINANCIAL  STATEMENTS 

STATEMENT  OF  NET  ASSET  VALUE  JUNE  30,  2005  AND  2004 

2005  2004 


Assets 


0  s 

1,068.110 

59,415,025 

174,252,479 

16,775,208 

17,996,911 

1,330.840,501 

S 

1,262,690,838 

13,130,701 
101.35 

$ 

12,623,470 
100.03 

Cash  S 

Security  lending  cash  collateral  (Notes  3  and  4) 

Interest  receivable 

Investments  managed  at  fair  value  (amortized  cost  of  $1,270,289,093  in 

2005  and  $1,228,326,752  in  2004)  (Notes  2  and  4)  1,331,695,138              1,272,454,411 

Total  assets  $         1.507.885,371     s         1,465.771,911 

Liabilities 

Income  due  participants  (Note  2)  S               8,228,520    S                8.651.899 

Broker  payable  for  securities  purchased  but  not  settled  (Note  2)  9,000,000                   20,008,860 

Security  lending  obligations  (Notes  3  and  4)  159,415,025                 174,252,479 

Security  lending  expense  payable  4Q1_?25                        167,835 

Total  liabilities  177.044.870                 203,081.073 

Net  asset  value  S 

Units  Outstanding  (Note  2) 

Unit  Value  (Note  2)  S 

STATEMENT  OF  CHANGES  IN  NET  ASSET  VALUE 
FOR  THE  FISCAL  YEARS  ENDED  JUNE  30,  2005  AND  2004 

Net  asset  value,  beginning  of  year  $         1,262,690,838    $         1,272,660,299 

Value  of  units  purchased  by  participants  68,871,431                   67,599,046 

Valueof  units  sold  by  participants  (17,143,652)                  (9.509,724) 

Changes  in  fair  value  of  investments  managed  16.421.884                 (68.058.783) 

Net  asset  value,  end  of  year  S         1.330.840.501     S         1.262.690.838 

STATEMENT  OF  INVESTMENT  INCOME  AND  DISTRIBUTION 

FOR  THE  FISCAL  YEARS  ENDED  JUNE  30,  2005  AND  2004 

Interest  income  (Note  2)  $             67.804.006    $              68,II6J93 

Amortization/accretion  5,102,743                     6,403,105 

Net  realized  gains  (Note  2)  12,452,243                   12^15,173 

Security  lending  income  3,217,273                     1,510.514 

Security  lending  expense  (3,040,824)                  (U34,702) 

Administrative  expenses  (218,667)                     (203,928) 

Income  due  participants,  beginning  of  year  8.651,899                     7,509,196 

Income  available  for  distribution  93,968,673                   94315,751 

Distribution  85.740,153                   85,663,852 

Income  due  participants,  end  of  year  (Note  2)  $               8.228.520    $               8.651.899 

The  accompanying  notes  are  an  integral  part  of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
TRUST  FUNDS  BOND  POOL 

NOTES  TO  FINANCIAL  STATEMENTS 

JINE  30.  2005  AND  2004 

1.  HISTORY  AND  ORGANIZATION 

The  Bo»rcl  »as  created  by  an  act  of  the  Legislature  to  invest  and  manage  the  State  or  Montana's  investment  funds  on  a 
centrahzed  hasis.  The  Trust  Funds  Bond  Pool  ( TFBP)  was  created  b>  the  Board  to  allow  qualifying  funds,  per  section  17-6- 
201,  MCA.  to  participate  in  a  diversified  pool.  The  TFBP  was  created  on  October  I.  1995,  by  the  transfer  of  all  fixed  income 
and  variable-rate  securities  owned  by  six  funds.  I'hcse  funds  included  the  1)  Coal  Severance  Tax  Permanent  Trust,  2) 
Resource  Indemnity  Trust,  3)  Coal  Tax  Park  Irust,  4)  Trust  and  Legacy.  5)  Coal  Tax  C  ultural  Trust  and  6)  Treasure  State 
Endowment  Irust  funds.  Since  the  pool's  creation  in  1995,  the  funds  listed  below  became  participants  in  the  TFBP: 

Note  I.  HISTORY  AND  ORGANIZATION 

University  of  Montana  Endowment  Fund*  January  1996 

Montana  Pole  Superfiind  September  1 996 

Lpper  Clark  Fork  River  Basin  (LCFRB)  Restoration  July  1999 

Upper  Clark  Fork  River  Basin  (UCFRB)  Cost  Recovery  July  1999 

Streamside  Tailings  Operable  L  nil  July  1999 

Treasure  State  Regional  Water  Systems  July  2000 

Tobacco  Trust  Fund  January  2001 

University  of  Montana  Designated  Fund'  July  2002 

University  of  Montana  Other  Fund*  July  2002 

Montana  Tech  of  the  U  of  M  March  2003 

Real  Propeny  Trust  September  2003 

Wildlife  Habitat  September  2003 

Acquisition  Trust  April  2004 

Bair  Trust  Fund  April  2004 

Bradley  Trust  April  2004 

Merrin  Wheeler  Trust  April  2004 

Sobotka  Memorial  Trust  .April  2004 

Teakle  Trust  April  2004 

Montana  State  University  July  2004 

•In  October  2003.  the  University  of  Montana  Other  Fund  withdrew  from  the  TFBP.    In  July  2005.  the 
University  of  Montana  requested  the  University  of  Montana  Endowment  Fund  and  the  University  of 
Montana  Designated  Fund  be  closed  and  transferred,  at  cost,  into  the  University  of  Montana  Other  Fund. 

Per  House  Bill  249.  the  Big  Sky  Economic  Development  Fund  became  the  newest  TFBP  participant  on  July 
1.2005. 

2.  SI  MM  \K^  OF  SIGNIFICANT  ACCOUNTINt,  POLICIES 

Investments 

The  TFBP  investments  are  purchased  in  accordance  with  the  statutorily  mandated  "Prudent  Expert  Principle".  I  he  PFBR 
portfolio  includes  securities  classified  as  corporate,  foreign  government  bonds,  municipals,  I  .S.  government  direct-backeil. 
I  .S.  government  indirect-backed,  and  cash  equivalents.  I  .S.  government  direct-l>acked  securities  include  direct  obligations 
of  the  I  .S.  Treasury  and  obligations  explicitly  guaranteed  by  the  U.S.  government,  t  .S.  government  indirect-backed 
obligations  include  I  .S.  government  agency  and  mortgage-hacked  securities.  I  .S.  governmenl  mortgage- backed  securities 
reflect  participation  in  a  |m>oI  of  residential  mortgages. 

The  I  FBP  portfolio  includes  structured  financial  instruments  known  as  REMICs  (Real  Estate  Mortgage  Investment 
Conduits).  KKMK  s  are  pass-through  vehicles  for  multiclass  mortgage-backed  securities.  Strip  investments  represent  the 
separate  purchase  of  the  principal  and  interest  cash  (lows  of  a  mortgage  security.  I  hcse  securities,  purchased  for  portfolio 
diversification  and  a  roni|>etilive  rate  of  return,  arc  identified  and  reported  as  I  .S.  gii\ernnirnt  indircrt-harkrd  securities  in 
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the  investment  risk  and  portfolio  disclosures.  (See  Note  4  on  Investment  Risk  Disclosures  and  Note  9  for  the  Year  End 

Portfolio) 

TFBP  fixed  income  securities  pay  a  fixed  rate  of  interest  until  maturity  while  the  variable-rate  (floating-rate)  securities  pay  a 
variable  interest  rate  until  maturity.  TheTFBP  variable-rate  securities  float  with  LIBOR  (London  interbank  Offered  Rate). 
As  of  June  30, 2005,  three  variable-rate  securities,  with  a  total  amortized  cost  of  529,000,000,  arc  identified  and  reported  as 
corporate  or  ll.S.  government  indirect-backed  securities  in  the  investment  risk  and  portfolio  disclosures.  (See  Note  4  on 
Investment  Risk  Disclosures  and  Note  9  for  the  \ear  End  Portfolio.)  The  TFBP  did  not  hold  any  variable  rate  securities  as 
ofJune30,  2004. 

Investments  are  presented  in  the  Statement  of  Net  Asset  Value  at  fair  value.  Fair  values  for  securities  are  determined 
primarily  by  reference  to  market  prices  supplied  to  the  Board  by  the  Board's  custodial  bank.  State  Street  Bank.  Amortized 
cost,  parenthetically  disclosed,  represents  the  original  cost,  adjusted  for  premium  and  discount  amortization  where 
applicable.  Premiums  and  discounts  are  amortized/accreted  using  the  straight-line  or  scientific  method  to  the  call,  average 
life  or  maturity  date  of  the  securities.  Amortized  cost  may  also  be  referred  to  as  book  value. 

The  TFBP,  as  an  internal  investment  pool,  invests  its  excess  cash  in  the  Board's  Short  Term  Investment  Pool,  (STIP),  an 
external  investment  pool.  An  external  investment  pool  commingles  the  moneysof  more  than  onelegally  separate  entity  and 
invests,  on  the  participants'  behalf,  in  an  investment  portfolio.  STIP  participants  include  both  state  agencies  and  local 
governments.  By  meeting  certain  conditions,  STIP,  as  a  2a7-like  pool,  is  allowed  to  use  amortized  cost  rather  than  fair  value 
to  report  net  assets  to  compute  unit  values. 

Participant  Units 

The  Coal  Severance  Tax  Permanent  Trust,  Resource  Indemnity  Trust,  Coal  Tax  Park  Trust,  Trust  and  Legacy,  Coal  Tax 
Cultural  Trust,  and  Treasure  State  Endowment  Trust  funds  transferred  all  fixed  income  and  variable-rate  securities,  at 
amortized  cost,  into  the  TFBP  at  the  start-up  date  and  were  issued  units  according  to  the  fair  value  of  each  participant's 
portfolio.  The  initial  unit  value  as  of  October  1,  1995,  was  $100.00.  Unit  values  are  calculated  weekly  and  at  month  end, 
based  on  portfolio  pricing,  to  allow  for  participant  transactions  to  occur  as  determined  by  the  investment  staff. 

The  June  30,  2005  unit  value  of  $10135  increased  from  a  June  30,  2004  unit  value  of  $100.03.  The  yield  on  longer  term 
bonds  decreased  during  the  fiscal  year,  which  has  the  effect  of  increasing  bond  prices  and  the  pool  unit  value.  A  one  percent 
(1%)  change  in  interest  rates  is  expected  to  have  a  four  to  six  percent  (4%-6%)  inverse  change  in  the  unit  value.  TFBP 
investments  are  considered  long-term  in  nature  and  participants  require  long-term  time  horizons. 

Broker  Receivable/Pavable 

TFBP  security  transactions  are  recorded  as  of  the  trade  date  rather  than  the  settlement  date.  Because  of  this  generally 
accepted  practice,  the  TFBP  portfolio  at  June  30  may  include  receivables  from  brokers  for  securities  sold,  but  not  delivered, 
and  payables  to  brokers  for  securities  purchased,  but  not  received. 

Other 

Accumulated  income,  recorded  as  Income  Due  Participants,  is  distributed  monthly  on  the  first  calendar  day  of  each  month. 
Realized  portfolio  gains/losses  are  distributed  at  least  annually  to  the  participants. 

Interest  income  reported  in  the  Statement  of  Investment  Income  and  Distribution  includes  interest  accruals  and 
miscellaneous  income. 

Administrative  expenses  incurred  by  the  Board  are  charged  daily  to  TFBP  based  on  the  Board's  expenses  applicable  to 
TFBP.  These  expenses  include  costs  for  the  custodial  bank  contract. 

3.  SECURITIES  LENDING 

Under  the  provisions  of  state  statutes,  the  Board  has,  via  a  Securities  Lending  Authorization  Agreement,  authorized  the 
custodial  bank.  State  Street  Bank  and  Trust,  to  lend  the  Board's  securities  to  broker-dealers  and  other  entities  with  a 
simultaneous  agreement  to  return  the  collateral  for  the  same  securities  in  the  future.  During  the  period  the  securities  are  on 
loan,  the  Board  receives  a  fee  and  the  custodial  bank  must  initially  receive  collateral  equal  to  102  percent  of  the  fair  value  of 
the  loaned  securities  and  maintain  collateral  equal  to  not  less  than  100  percent  of  the  fair  value  of  the  loaned  security.  The 
Board  retains  all  rights  and  risks  of  ownership  during  the  loan  period. 

During  fiscal  years  2005  and  2004,  State  Street  loaned,  on  behalf  of  the  Board,  certain  securities  held  by  State  Street,  as 
custodian,  and  received  l.S.  dollar  currency  cash,  U.S.  government  securities,  and  irrevocable  bank  letters  of  credit  as 
collateral.  State  Street  does  not  have  the  ability  to  pledge  or  sell  collateral  securities  unless  the  borrower  defaults. 
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The  Board  did  not  impose  any  restrictions  during  fiscal  years  2005  and  2004  on  the  amount  of  the  loans  that  Stale  Street 
Bank  made  on  its  behalf.  There  were  no  failures  by  any  borrowers  to  return  loaned  securities  or  pay  distributions  thereon 
during  Tiscal  years  2005  and  2004.  Moreover,  there  were  no  losses  during  fiscal  years  2005  and  2004  resulting  from  a  default 
of  the  borrowers  or  State  Street  Bank. 

During  fiscal  years  2005  and  2004,  the  Board  and  the  borrowers  maintained  the  right  to  terminate  all  securities  lending 
transactions  on  demand.  The  cash  collateral  received  on  each  loan  was  invested,  together  with  the  cash  collateral  of  other 
qualified  plan  lenders,  in  a  collective  investment  pool,  the  Securities  Lending  Quality  Trust  which  has  a  weighted  average 
maturity  of  35  and  49  days,  respectively  as  of  June  30, 2005  and  2004.  The  relationship  between  the  average  maturities  of  the 
investment  pool  and  the  Board's  loans  was  affected  In  the  maturities  of  the  loans  made  by  other  plan  entities  that  invested 
cash  collateral  in  the  collective  investment  pool,  which  the  Board  could  not  determine.  At  year-end,  the  Board  has  no  credit 
risk  exposure  to  borrowers  because  the  amounts  the  Board  owes  the  borrowers  exceed  the  amounts  the  borrowers  owe  the 
system. 

As  of  June  30,  2005,  the  carrying  and  fair  value  of  the  underlying  securities  on  loan  for  the  Trust  Funds  Bond  Pool  was 
SI5I.I84J4I  and  SI5'',922,586.  respectively.  The  collateral  provided  for  the  securities  on  loan  totaled 
SI  62.63 1, 521  representing  SI  59,4 1 5,025  in  cash  and  S3.2I6,496  in  securities  collateral.  Thecarrying  value  of  the  underlying 
securities  on  loan  is  categorized  as  S20,985,6I5  corporate,  52,628,923  foreign  government  bonds,  $52,176,907  l),S. 
government  direct-backed,  and  S75J92,895  I'.S.  government  indirect-backed. 

As  of  June  30,  2004,  the  carrying  and  fair  value  of  the  underlying  securities  on  loan  for  the  Trust  Funds  Bond  Pool  was 
SI64,208.920  and  Sl~2. 167.230,  respectively.  The  collateral  provided  for  the  securities  on  loan  totaled  S17'',281,934 
representing  SI  74,252,4  ■'9  in  cash  and  53,029.455  in  securities  collateral.  Thecarrying  value  of  the  underlying  securities  on 
loan  is  categorized  as  SI3.I95.489  corporate.  S3.990.926  foreign  government  bonds,  SI4,449,754  I'.S.  government  direct- 
backed,  and  5132,572,751  I  .S.  government  indirect-backed. 

4.  I.W  ESTMENT  RISK  DISCLOSl  RES 

Effective  June  30.  2005.  the  Board  implemented  (he  provisions  of  Governmental  Accounting  Standards  Board  (GASB) 
Statement  No.  40  -  Deposit  and  Investment  Risk  Disclosures.  The  financial  statement  disclosures  for  the  year  ended  June 
30,  2004  have  been  restated  to  compare  with  the  Hnancial  statement  disclosures  for  the  year  ended  June  30,  2005.  The 
investment  risk  disclosures  are  described  in  the  following  paragraphs. 

Credit  Risk 

Credit  risk  is  defined  as  the  risk  that  an  Issuerorother  counterparty  to  an  investment  will  not  fulfill  its  obligation.  With  the 
exception  of  the  I  .S.  government  securities,  the  IKBP  fixed  income  instruments  have  credit  risk  as  measured  b\  major 
credit  rating  services.  This  risk  is  that  the  issuer  of  a  fixed  income  security  may  default  in  making  timelv  principal  and 
interest  payments.  The  Board  of  Investment's  policy  requires  TKBP  fixed  income  investments,  at  the  time  of  purchase,  to  be 
rated  an  investment  grade  as  defined  bv  Moody's  or  b>  Standard  &  Poor's  (S&P)  rating  services.  The  I  .S.  government 
securities  are  guaranteed  directly  or  indirectly  l)\  the  I  .S.  government.  Obligations  of  the  I  .S.  government  or  obligations 
explicitlv  guaranteed  by  the  I  .S.  government  are  not  considered  to  have  credit  risk  and  do  not  require  disclosure  of  credit 
quality.  The  credit  ratings  presented  in  the  tabic  below  are  provided  by  S&  P's  rating  services.  If  an  S&P  rating  is  not 
available,  a  Moody's  rating  has  been  used. 

Custodial  C  redit  Risk 

C  ustodlal  credit  risk  for  investments  is  the  risk  that,  in  the  event  of  the  failure  of  the  counterparts  to  a  transaction,  a 
governnieni  will  not  l>e  able  to  recover  the  Nalue  of  the  invcslnienl  or  collateral  securities  that  are  in  the  possession  of  an 
outside  parts.  \s  of  June  30,  2005  and  201)4.  all  the  fixed  Income  securities  were  registered  in  the  nominee  name  for  the 
Montana  Board  of  Investments  and  held  in  the  possession  of  the  Board's  custodial  bank.  State  Street  Bank.  The  Stale  Street 
repurchase  agreement  was  purchased  in  the  State  of  Montana  Board  of  Investments  name. 

C  oncenlralion  of  (  redit  Risk 

(  oncenlration  of  credit  risk  is  the  risk  of  loss  attriluiled  li>  the  magnitude  of  a  aovernmcni's  invcstmenl  in  a  single  issuer, 
investments  issued  or  explicitiv  guaranteed  h>  the  I  .S.  government  are  excluded  from  the  concentration  of  credit  risk 
requirement,  \rcording  to  the  1 1- HP  Inveslnienl  Policv."with  Iheevreption  of  I  .S.  government  indirect-backed  (agencv) 
securities,  additional  IKBP  portfolio  purchases  will  not  be  made  in  a  credit  if  the  credit  risk  exceeds  2  (wrceni  of  the 
portfolio  at  (he  time  of  purchase".  \s  of  June  30.  2(105.  the  1 1- HP  had  concentration  of  credit  risk  exposure  to  the  Kedcral 
Home  Loan  Mortgagee  orp  of  8.19"  o.  \s  of  June  30.  2004.  there  were  no  single  issuer  in\evlmcnlv  thai  exceeded  5"o  of  ihe 
TFBP  imrlfolio. 
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Interest  Rate  Risk 

Interest  rate  risk  is  the  risk  that  changes  in  interest  rates  will  adversely  affect  the  fair  value  of  an  investment.  The  TFBP 
investment  policy  does  not  formally  address  interest  rate  risk.  In  accordance  with  GASB  Statement  No.  40,  the  Board  has 
selected  the  effective  duration  method  to  disclose  interest  rate  risk.  This  method,  as  provided  by  our  custodial  bank,  is 
"An  option-adjusted  measure  of  a  bond's  (or  portfolio's)  sensitivity  to  changes  in  interest  rates.  Duration  is  calculated  as  the 
average  percentage  change  in  a  bond's  value  (price  plus  accrued  interest)  under  shifts  of  the  Treasury  curve  plus/minus  100 
basis  points.  The  effective  duration  method  incorporates  the  effect  of  the  embedded  options  for  bonds  and  changes  in 
prepayments  for  mortgage-backed  securities  (including  pass-throughs,  CMOs  and  ARMs)." 

Corporate  asset-backed  securities  are  based  on  cash  flows  from  principal  and  interest  payments  on  underlying  auto  loan 
receivables,  credit  card  receivables,  and  other  assets.  These  securities,  while  sensitive  to  prepayments  due  to  interest  rate 
changes,  have  less  credit  risk  than  securities  not  backed  by  pledged  assets. 

As  reported  in  the  U.S.  government  indirect-backed  category,  the  TFBP  portfolio  holds  REMICs  totaling  $113,944  and 
$429,878.  respectively,  at  amortized  cost,  as  of  June  30,  2005  and  June  30,  2004.  These  securities  are  based  on  separate  or 
combined  cash  flows  from  principal  and  interest  payments  on  underlying  mortgages. 

The  TFBP  holds  one  inverse  variable  rate  corporate  $15  million  par  bond.  The  quarterly  coupon  is  calculated  at  a  set  rate 
less  the  12  month  LIBOR  in  arrears.  As  interest  rates  increase,  the  coupon  paid  will  decUne. 

State  of  Montana  investments  are  categorized  below  to  disclose  credit  and  interest  rate  risk  as  of  June  30. 2005  and  June  30, 
2004.  Credit  risk  reflects  the  bond  quality  rating,  by  investment  type,  as  of  the  June  30  report  date.  Interest  rate  risk  is 
disclosed  using  effective  duration.  If  a  bond  investment  type  is  unrated,  the  quality  type  is  indicated  by  NR  (not  rated). 
Both  the  credit  quality  ratings  and  duration  have  been  calculated  excluding  cash  equivalents.  If  duration  has  not  been 
calculated,  duration  is  indicated  by  NA  (not  applicable). 

Credit  Quality  Rating  and  Effective  Duration  as  of  June  30, 2005 


Securitv  Investment  Type 

Corporate  Bonds  (Rated) 

Corporate  Bonds  (Unrated) 

Foreign  Government  Bonds 

Municipal  Government  Bonds  (Unrated) 

U.S.  Government  Direct-Backed 

U.S.  Government  Indirect-Backed 

State  Street  Repurchase  Agreement*  (Rated) 

Short  Term  Investment  Pool  (STIP) 

Total  investments 

Securities  Lending  Collateral  Investment  Pool 


Credit 

Oualitv 

Effective 

Fair  \  alue 

Ratins 

Duration 

665,536,568 

A- 

5.42 

5,956JI2 

NR 

2.12 

10,435,000 

BBB 

6.67 

6,123.270 

NR 

2.58 

120J26386 

AAA 

6.14 

455,262,802 

A.A.A 

3.86 

3J07,867 

AA- 

NA 

64,746.933 

NR 

NA 

1.33 1.695. 1 38 

AA, 

Ml 

159.415.025 

NR 

NA 

*  At  June  30,  2005,  the  State  Street  Bank  repurchase  agreement  was  collateralized  at  $3^89,890  by  a  AAA 
rated  Federal  Home  Loan  Mortgage  Corporation  note  maturing  February  15,  2006. 
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Credit  Quality  Rating  and  EfTective  Duration  as  of  June  30,  2004 


Credit 

Oualitv 

KfTcctive 

Fair  Value 

Katinu 

Duration 

667.384,491 

A- 

6.01 

7.867.682 

NR 

2.82 

9.610.000 

BBB- 

6.96 

9.894.283 

NR 

2.77 

94,022,947 

AAA 

8.47 

439.1 71 J93 

AAA 

6.71 

44,503.715 

NR 

NA 

1.272.454.411 

AA: 

6.41 

174.252.479 

!SR 

NA 

5»«curitv  Investment  Type 

Corporate  Bonds  (Rated)  i 

Coqiorate  Bonds  (I  nraled) 

Foreign  Government  Bonds 

Municipal  Government  Bonds  (I  nrated) 

U.S.  Government  Direct-Backed 

U.S.  Government  Indirect-Backed 

Short  Term  Investment  Pool  (STIP) 

Total  Investments  i 

Securities  Lending  Collateral  Investment  Pool  S 

Specific  Legal  and  Credit  Risk 

As  of  June  30.  2005.  Delta  Airlines  Corp.  presented  a  higher  credit  risk  to  the  Board.  The  TFBP  holds  a  S2  million  par 
10.0%  Delta  Airlines  C  orp.  hond  maturing  June  5,  2013  and  a  S3  million  par  10.14%  Delta  Airlines  Corp.  bond  maturing 
August  14.  2012.  Due  to  a  weak  credit  outlook  and  potential  bankruptcv.  the  Board  stopped  the  interest  income  accruals 
after  the  December  2004  and  Kebruarv  2005  pay  dates.  Although  the  interest  accruals  were  stopped,  the  Board  received  the 
interest  due  in  June  2005  and  August  2005.  The  combined  book  value  of  these  securities  was  54.994,602  asof  June  30, 2005. 
Due  to  the  company's  Tiling  for  Chapter  1 1  bankruptcy  protection  on  September  14, 2005,  the  book  values  were  reduced  to 
SI  million  and  $1.5  million,  respectively. 

Asof  June  30, 2005,  Northwest  Airlines  Inc.  presented  a  higher  credit  risk  to  the  Board.  The  TFBP  held  a  SIO.757.539  par 
6.81%  Northwest  Airlines  Inc.  bond  maturing  February  1.  2020.  a  S3.90U07  par  7.935%  Northwest  Airlines  Inc.  MBI\ 
Insurance  Corp  insured  bond  maturing  April  1,20 1 9  and  a  59.255,000  par  4.64%  Northwest  Airlines  Inc.  real  estate  backed 
bond  maturing  July  7,  2010.  The  combined  book  value  of  these  securities  was  523,611399  as  of  June  30,  2005.  On 
September  14,  2005,  the  company  filed  for  Chapter  1 1  bankruptcy  protection.  Due  to  this  action,  the  Board  stopped  the 
interest  income  accruals  for  the  6.81%  bond  maturing  February  I,  2020  after  the  August  2005  pay  date.  Ihis  issue  was 
sold  on  September  20.  2005  generating  a  loss  of  S809.22I.  The  sale  included  accrued  interest  from  August  1.  2005  to 
September  20.  2005.  Since  the  ''.935%  bond  maturing  April  I.  2019  is  insured  by  MBIA  Insurance  Corp.  to  support  the 
payment  of  any  interest  due  and  outstanding  principal  balance,  the  Board  did  not  stop  the  interest  income  accrual  or  reduce 
book  value.  The4.64''/<.  bond  maturing  July  ".2010  is  secured  by  Northwest  Airlines  Inc.'s  corporate  headquarters  building 
and  land. 

As  of  .tune  30.  2005  and  June  30.  2004.  Burlington  Industries.  Inc.  presented  a  legal  and  higher  credit  risk  to  the  Board. 
The  Board  owns  a  Burlington  Industries.  Inc.,  54  million  par.  ".25%  bond  maturing  September  15.  2005.  In  September 
2000.  the  company  announcetl  a  reduction  ofstockholders  equity.  Due  to  an  increasing  senior  hank  line  and  declining  credit 
trend,  the  bond  ratings  for  Ihis  issue  were  downgraded,  in  May  2001.  by  the  Moody's  and  Standard  &  Poor's  rating 
agencies.  During  fiscal  year  2001.  Ihc  hook  value  of  Burlington  Industries  Inc.  was  reduced  from  the  August  31.2000  hook 
valueofS3."39.760loS1.600.000.  Due  to  the  company 's  Hling  for  Chapter  II  bankruptcy  protection  on  November  11,2001. 
the  book  value  was  reduced  to  5800,000.  In  October  2003.  Burlington  Industries.  Inc.  received  court  approval  to  sell  its 
assets.  I  ndcr  Ihc  company's  recovery  plan,  the  Board  received  S96').9''4  in  August  2004  for  its  unsecured  claim.  Ihis 
transaction  reduced  Ihc  book  value  to  SO  and  generated  a  gain  of  5I69,9''4.  In  February  2005  and  Ma>  2005,  the  Board 
received  an  additional  5139.180  and  5129.498,  respectively,  for  its  unsecured  claim.  The  Board  is  expected  to  receive 
additional  claim  proceeds  over  the  neil  two  to  three  years. 

As  of  June  30.  2004.  Winn  Dixie  presented  a  higher  credit  risk  to  the  Board.  Ihe  IFBP  held  a  Winn  Dixie  I'rust,  564.509 
million  par.  zero  coupon  bond  maturing  September  1.  2024.  Due  to  a  weak  credit  outlook  and  collateral  uncertainty,  the 
Board  stopped  accruing  income  and  reduced  Ihe  bonk  >alueloS4.H  million  in  Februarv  2004.  On  February  21.2005,  Winn 
Dixie  declared  bankruptcy.  On  February  28,  2005,  Ihe  Board  sold  Ihc  bond  and  recorded  a  S4.231  million  gain. 


5. 


PARI  KIPANT  LOAN 


In  accordance  with  Senate  Bill  495  enacted  bv  the  2001  Legislature.  Ihc  (  oal  -Severance  lax  Permanent   I  rusl  loaned 
483,604  TFBP  shares,  with  a  book  value  of  546366,904.  to  Ihe  Trust  and  [.egacy  fund  on  Jul)  2,  2001.  The  loan  proceeds 
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were  deposited  in  the  Trust  and  Legacy  Fund.  A  loan  receivable  was  recorded  in  the  Coal  Severance  Tax  Permanent  Trust 
and  a  corresponding  liability  was  recorded  in  the  Guarantee  Fund,  a  General  Fund  sub-fund.  The  August  2002  Special 
Legislative  Session  approved  the  request  to  record  this  activity  in  a  state  special  revenue  fund  of  the  Office  of  Public 
Instruction  rather  than  in  the  Guarantee  Fund.  In  2005.  the  Trust  and  Legacy  Fund  paid  principal  of  $2,650,063  to  the  Coal 
Severance  Tax  Permanent  Trust  reducing  the  TFBP  shares  on  loan  to  436,973  TFBP  shares  with  a  corresponding  book  value 
of  $41,896,024. 

6.  DEUTSCHE  BANK  SECURITIES,  INC.  COMPLAINT 

The  Board  received  a  summons  and  complaint,  dated  September  3,  2002,  regarding  the  sale  of  a  Pennzoii  Quaker  State,  $8 
million  par,  6.75%  corporate  bond  maturing  April  1,2009.  Deutsche  Bank  Securities  claims  a  "breach  of  contract"  for  the 
March  25  2002  sale  of  the  bond  at  a  price  of  $94,669  plus  accrued  interest.  Deutsche  Bank  Securities  seeks  damages  of 
$861,811  for  the  additional  costs  incurred  to  acquire  the  bond  from  third  parties,  plus  any  statutory  interest,  costs  and 
expenses.  On  October  I,  2002,  Shell  Oil  Company  acquired  Pennzoii  and  subsequently  announced  a  public  tender  of 
Pennzoii  Quaker  State  debt.  The  Board  tendered  the  Pennzoii  Quaker  State  holdings  on  October  8,  2002  at  a  price  of 
$113,099.  The  tender  was  accepted  with  a  settlement  date  of  November  1,2002.  On  November  4,  2002,  the  Board  received 
$9,092,920  in  principal  and  interest  plus  $240,000  as  a  consent  fee.  As  of  September  23,  2005,  this  matter  is  still  pending. 

7.  BLOOMBERG  PORTFOLIO  ORDER  MANAGEMENT  S\  STEM  (POMS) 

In  July  2005.  the  Board  agreed  to  lease  a  Portfolio  Order  Management  System  (POMS)  from  Bloomberg  Financial  Services. 
This  electronic  securities  trading  system  reduces  trading  time  and  paperwork,  increases  trading  and  accounting  accuracy, 
and  provides  certain  controls  not  previously  available.  The  Board  has  been  using  the  basic  Bloomberg  Financial  Network 
Services  for  many  years  and  already  leased  the  hardware  required  to  implement  the  trading  system. 

The  trading  system  will  serve  the  Board's  internally  managed  portfolios  and  will  be  phased  in  as  training  is  completed. 
Electronic  trading  began  with  the  internally-managed  component  of  the  Montana  Domestic  Equity  Pool  in  August  2005. 
Electronic  trading  for  the  Short  Term  Investment  Pool  will  be  next  followed  by  the  other  fixed  income  portfolios  managed  by 
Board  Staff. 

8.  CLASS  ACTION  LITIGATION 

In  April  2005,  the  Board  signed  a  contract  with  the  law  firm  Barrack.  Rodos  &  Bacine  to  ensure  that  the  Board  participates 
in  all  class  action  litigation  to  which  it  is  entitled  to  participate.  Historically,  the  Board,  by  agreement  with  its  custodial 
bank.  State  Street  Bank,  has  relied  on  State  Street  staff  to  complete  and  file  class  action  claims  on  the  Board's  behalf. 

While  State  Street  Bank  will  continue  to  complete  these  duties,  the  law  firm  will  monitor  transactions  that  may  entitle  the 
Board  to  be  a  party  in  any  class  action  litigation.  The  law  firm  will  access  Board  portfolios  and  securities  transactions  on  the 
State  Street  accounting  system  using  the  INSIGHT  down  load  function.  The  law  firm  will  then  request  written 
documentation  from  the  Bank  proving  the  claims  have  been  filed. 

Class  action  litigation  results  from  fraudulent  activity  damaging  the  Board's  investments.  While  the  Board  has  never 
pursued  becoming  a  lead  plaintiff  in  class  action  litigation,  the  law  firm  contract  permits  the  Board  to  become  a  lead  or  co- 
lead  plaintiff  in  these  instances.  I  nder  certain  circumstances  the  Board's  fiduciary  responsibility  may  require  it  to  act  as  a 
lead  or  co-lead  plaintiff  to  recover  funds  lost  to  fraud  or  other  questionable  activity. 

9.  YEAR  END  PORTFOLIO 

The  June  30. 2005  TFBP  portfolio  is  listed  below.  The  security  ty  pe  percentage  is  based  on  the  fair  value  ratio  of  the  specific 
security  investment  type  to  the  total  portfolio. 
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Security  Name 


STATE  STREET  REPURCHASE  AGREEMENT 
SHORT  TERM  INVESTMENT  POOL 


C'oupon      Malurit\ 
2.250        07/01/05 


Par 

3.307.867 
64.746,933 


Book  \  alue         hair  \  aluc 


3.307.867 
64.746.933 


3.307.867 
64,746.933 


0.25% 
4.86% 


Cash  Equivalents 


2  lssue<s) 


68.054,800 


68.054.800         68.054.800       S.I  I*/. 


AA    n  WORTH  HO  FINANCIAL  TRUST 

AERO  1  HQ  FINANCE  TRUST 

AMERICA  WEST  AIRLINES  EQUIPMENT  TRUST 

AMERICAN  AIRLINES  1991  EQUIPMENT  TRUST 

AMERICAN  AIRLINES  EQUIPMENT  TRUST 

AMERICAN  EXPRESS  CO 

AMERICAN  GEN  FINANCIAL  CORP 

ARCHER  DANIELS  MIDLAND  CO 

BANK  ONE  TEXAS  NA 

BANKBOSTON  NA 

BAYtRlSCHE  LANDESBANK 

BELLSOUTH  CORP 

BELLSOUTH  TELECOMM  INC 

BISHOPSGATE  CDO  LTD 

BORG  WARNER  AUTOMOTIVE  INC 

BURLINGTON  INDUSTRIES  INC 

BURLINGTON  NORTHERN  CO  EQUIPMENT  TRUST 

BURLINGTON  NORTHERN  SANTA  FE  EQUIP  TRST 

CIT  GROUP  EQUIPMENT  TRUST 

CIT  GROUP  INC 

CIT  GROUP  INC 

CNA  FINANCIAL  CORP 

CSX  CORP 

CSX  CORP 

CANADIAN  NATIONAL  RAILWAY  CO 

CAPITAL  ONE  BANK 

CENTEX  CORP 

CHAMPION  INTERNATIONAL  CORP 

CHICAGO  *  NORTH  WESTERN  RY 

CITIGROUP  INC 

CITICORP  CAPITAL  II 

CLEVELAND  ELECTRIC  ILLUM  CO 

CONAGRA  INC 

CONTINENTAL  AIRLINES  EQUIPMENT  TRUST 

CORPORATE  PROPERTY  REIT 

COX  COMMUNICATIONS  INC 

DOT  HEADQUARTERS  II  LEASE  MTG 

DEER  PARK  REFINING  L  P 

DELTA  AIR  LINES  INC  EQUIPMENT  TRUST 

DELTA  AIR  LINES  INC  EOUIPME"NT  TRUST 

DELTA  AIR  LINES  INC  EQUIPMENT  TRUST 

EASTERN  ENERGY  LTD 

ENTERGY  ARKANSAS  INC 

FIRST  CHICAGO  CORP 

FIRST  UNION  BANK  N  C  CHARLOTTE 

FLORIDA  GAS  TRANSMISSION  CO 

FLORIDA  GAS  TRANSMISSION  CO 

FORD  MOTOR  CREDIT  CO 

FORD  MOTOR  CREDIT  CO 

FORD  MOTOR  CREDIT  CO 

GTE  CORP 

GTE  SOUTH  INC 

GALENA  CDO  TKUST 

GENERAL  AMERICAN  TRANSN  CORP  EQUIPMENT  TR 

GENERAL  MOTORS  ACCEPTANCE  CORP 

GENERAL  MOTORS  ACCEPTANCE  CORP 

GENERAL  MOTORS  ACCEPTANCE  CORP 

HOUSEHOLD  FINANCE  CORP 

HOUSEHOLD  FINANCE  CORP 

IBP  FINANCIAL  CO  CANADA 


5.500 

10/05/10 

4.640 

07/07/10 

7.930 

01/02/19 

9.730 

09/29/14 

6.977 

05/23/21 

4.750 

06/17/09 

4.625 

05/15/09 

10.250 

01/15/06 

6.250 

02/15/08 

6.375 

03/25/08 

VAR 

09/27/1 1 

4.750 

11/15/12 

6.300 

12/15/15 

5.180 

06/30/10 

7.000 

11/01/06 

7.250 

09/15/05 

7.970 

01/01/15 

7.160 

01/02/20 

6.490 

01/05/21 

7.375 

04/02/07 

4.750 

12/15/10 

6.450 

01/15/08 

7.450 

05/01/07 

7.900 

05/01/17 

6.800 

07/15/18 

5.000 

06/15/09 

4.550 

11/01/10 

7.150 

12/15/27 

8.910 

01/01/15 

6.200 

03/15/09 

8.015 

02/15/27 

7.130 

07/01/07 

9.875 

11/15/05 

6.545 

02/02/19 

7.875 

03/15/16 

4.625 

01/15/10 

1.000 

12/07/21 

6470 

12/15/08 

10.140 

08/14/12 

10  140 

08/14/12 

10.000 

06/05/13 

7.250 

12/01/16 

4.500 

06/01/10 

6.375 

01/30/09 

5.800 

12/01/08 

9.190 

11/01/24 

7.000 

07/17/12 

7.375 

10/28/09 

7.000 

10/01/13 

5700 

01/15/10 

7.900 

02/01/27 

7.500 

03'15/26 

VAR 

01/11/13 

8.420 

01/01/15 

6.125 

08/28rt)7 

6.875 

08/28/12 

5.625 

05/15/09 

6875 

03/01/07 

6500 

11/15/08 

7450 

06/01/07 

10.303.757 

10.303.757 

10.026.586 

0.75% 

9.255.000 

9.255.000 

9,044.079 

0.68% 

3,171,130 

3.171,130 

3,507.745 

0.26% 

5,000.000 

4,981,617 

3.50O.00O 

0.26% 

5,710.754 

5.699.518 

5.253.894 

0.39^0 

2,000.000 

1.997.353 

2.040.626 

0.15% 

4.000.000 

4.014,828 

4.020.448 

0.30% 

5.000.000 

4.999.064 

5,178.102 

0.39% 

4.000.000 

3.914.200 

4.200.769 

0.32% 

4,000,000 

3,917,974 

4.228.864 

0.32% 

15.000,000 

15,000,000 

15.000.000 

1.13% 

3.000.000 

2,993,251 

3.015.747 

0.23% 

10.100.850 

11.001.321 

10.799.687 

0.81% 

10.000.000 

10.000,000 

10.000.000 

0.75% 

1.000.000 

1,004,895 

1.035.937 

0.08«/. 

4.000.000 

0 

40 

0.00*/o 

3,533,016 

3,533.016 

4.349,425 

0.33% 

13,120.569 

13.120,569 

15,057,638 

1.13% 

11.006.787 

11,006,787 

12,173.399 

0.91% 

5.000.000 

5.205,136 

5,267,745 

0.40«. 

3.000.000 

3,105.369 

3,034,674 

0.23% 

5.000.000 

5.034.407 

5.226,340 

0.39% 

2.000.000 

1,999.446 

2.116,906 

0.16% 

4.588.000 

4.586.425 

5,848.013 

0.44% 

4.000.000 

3.982,162 

4.782.958 

0.36% 

4,000,000 

3,994,021 

4.087.068 

0.31% 

6.000.000 

5,991.670 

5,928.954 

0.45% 

3.000.000 

2,942.511 

3.523.932 

0.26% 

3.899.471 

3.899.471 

4.674.626 

0.35'i. 

5.000.000 

4.870.922 

5.343.475 

0.40»i 

6.000.000 

5.957.562 

6.581.803 

0.49<'i 

5.000.000 

4.994.668 

5,265,120 

0.40^. 

5.000.000 

5.025.797 

5.119,405 

0.38^i. 

5.766.300 

5.766,300 

5.578.895 

0.42"*i) 

3.000.000 

2,994,404 

3.644,495 

0.27% 

5.000.000 

4,995.354 

4.986,800 

0.37% 

20,000,000 

17,174,535 

17.804.600 

1.34% 

2.074,850 

2.056.032 

2.153.748 

0.16% 

1,000,000 

1.000,000 

425.000 

0.03% 

2,000.000 

1,994,602 

850.000 

0.06% 

2,000,000 

2,000.000 

860.000 

0.06% 

10.000,000 

9.897.332 

12.381.664 

0.93«o 

5,000,000 

4.978.236 

5,000,978 

0.38». 

4,000,000 

3.861.834 

4.286.644 

0.32% 

4.000.000 

3.846.883 

4.209.364 

0.32% 

5.000.000 

5.000.000 

6.363.263 

0.48% 

3.000.000 

2.996.936 

3.348.980 

0.25% 

7.000.000 

7.004.944 

6.912,809 

0.52% 

5.000.000 

4.884.854 

4.797,395 

0.36% 

3.000.000 

2.973.529 

2.762J04 

0.21% 

6.000.000 

6.000.000 

6.524.178 

0.49% 

6.000.000 

5.927.879 

6.317.629 

047«, 

9.000.000 

9.000.000 

9.000.000 

068«i 

7.444.357 

7.444.367 

8.582.520 

064% 

5.000.000 

5.008.377 

4.937,581 

0.37% 

15.000.000 

12.952.221 

13.704.203 

1.03% 

4.000.000 

4.074.231 

3.716.942 

0.28«. 

3.000.000 

2.982.578 

3.136.930 

0.24% 

5.000.000 

4.895.867 

5.345.256 

040% 

3.000.000 

2.999.603 

3.124.710 

023% 
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Security  Name 

ING  SECURITY  LIFE  INSTITLITIONAL  FUNDING 

ILLINOIS  BELL  TELEPHONE  CO 

INTERNATIONAL  LEASE  FINANCE  CORP 

INTERNATIONAL  PAPER  CO 

INTERNATIONAL  PAPER  CO 

J  P  MORGAN  CAPITAL  TRUST 

J  P  MORGAN  CHASE  COMMERCIAL  MORTGAGE  TRST 

J  P  MORGAN  CHASE  COMMERCIAL  MORTGAGE  TRST 

KCT  INTERMODAL  TRANSPORTATION  CORP 

KELLWOOD  CO 

KERR  MCGEE  CORP 

KERR  MCGEE  CORP 

KEYCORP 

LEHMAN  BROTHERS  HOLDINGS  INC 

MACMILLAN  BLOEDEL  LTD 

MARSH  +  MCLENNAN  COS  INC 

MEAD  CORP 

MED  MAP  LLC  MONTANA 

MED  MAP  LLC  MONTANA 

METLIFE  INC 

METROPOLITAN  LIFE  GOLBAL  MTN 

MILLENIUM  AMERICAN  INC 

MOBIL  CORP 

MORGAN  J  P  +  CO  INC 

NATIONWIDE  FINANCIAL  SERVICES  INC 

NORFOLK  SOUTHERN  CORP 

NORTHWEST  AIRLINES  EQUIPMENT  TRUST 

NORTHWEST  AIRLINES  EQUIPMENT  TRUST 

OCCIDENTAL  PETROLEUM  CORP 

OCCIDENTAL  PETROLEUM  CORP 

OLD  REPUBLIC  INTERNATIONAL  CORP 

PNC  FUNDING  CORP 

PPL  MONTANA  LLC 

PACIFIC  BELL 

PANAMERICAN  BEVERAGES  INC 

PHILLIPS  PETROLEUM  CO 

SECURIPC  CAP  GROUP  INC 

SONAT  INC 

SOUTHERN  UNION  CO 

SOUTHWEST  GAS  CORP 

SOUTHWEST  GAS  CORP 

SOUTHWESTERN  BELL  TEL  CO 

SUNAMERICA  INC 

SUPERVALU  INC 

TEXAS  GAS  TRANSMISSION  CORP 

TRANSCONTINENTAL  GAS  PIPE  LINE 

TRiSTATE  GENERATION  TRANSPORTATION  ASSOC 

TYSON  FOODS  INC 

ULTRAMAR  DIAMOND  SHAMROCK  CORP 

UNION  PACIFIC  RESOURCES  GROUP  INC 

UNION  TANK  CAR  CO 

UNION  TANK  CAR  CO 

WASHINGTON  MUTUAL  INC 

WESTERN  PROPERTIES  TRUST 

WESTVACO  CORP 

WEYERHAEUSER  CO 

WILLAMETTE  INDUSTRIES  INC 

XANTERRA  SOUTH  RIM  LLC 

ZIONS  BANCORPORATION 


CouDon 

Maturitv 

Par 

Book  \  alue 

Fair  Value 

% 

4.250 

01/15/10 

5.000,000 

4.990.068 

4.986.440 

0.37% 

6.625 

02/01/25 

2.000.000 

1.814.963 

2.030.414 

0.15% 

4.550 

10/15/09 

3.000.000 

3.010.129 

3,027.645 

0.23% 

6.875 

11/01/23 

2.000.000 

1.978.190 

2.230.086 

0.17% 

4.000 

04/01/10 

6.000.000 

5.999.827 

5.798.442 

0.44% 

7.540 

01/15/27 

4.000.000 

3.802.399 

4.304.119 

0.32% 

4.555 

06/12/41 

8.000.000 

7.999.922 

8.063.182 

0.61% 

3.053 

01/15/38 

8.017.116 

8.040.081 

7.802.312 

0.59% 

6.884 

08/01/18 

1.736.267 

1,736.267 

1,925.662 

0.14% 

7.625 

10/15/17 

8.000.000 

7.925.694 

8.591.240 

0.65% 

7.125 

10/15/27 

3.000.000 

3.035.091 

3.108.750 

0.23% 

6.950 

07/01/24 

3,000,000 

2.977.826 

3.099,819 

0.23% 

4.700 

05/21/09 

5.000,000 

4.999.495 

5,079.160 

0.38% 

3.950 

11/10/09 

5,000.000 

4,991.309 

4,930.715 

0.37% 

7.700 

02/15/26 

5.000.000 

4.897.976 

6.019.076 

0.45% 

7.125 

06/15/09 

5.000.000 

5.048.227 

5.409.267 

0.41% 

7.350 

03/01/17 

4.000.000 

3.997.395 

4.727.269 

0.35% 

7.060 

12/01/15 

4.260.000 

4.260.000 

4.260.000 

0.32% 

7.000 

06/01/21 

4,570,000 

4,570,000 

4.570.000 

0.34% 

5.000 

11/24/13 

5,000,000 

4,959.645 

5.086.030 

0.38% 

4.250 

07/30/09 

2.000,000 

1.999.186 

2.006.936 

0.15% 

7.000 

11/15/06 

1.000.000 

995.860 

1.028.750 

0.08% 

5.940 

01/15/19 

8.422.738 

8.422.738 

9.190.754 

0.69% 

0.000 

04/15/27 

70.000,000 

13.582.834 

13,497.463 

1.01% 

8.000 

03/01/27 

4.000.000 

3.945.667 

4,355.873 

0.33% 

7.700 

05/15/17 

4.000.000 

4.011.666 

5,002.933 

0.38% 

6.810 

02/01/20 

10,757.539 

10.494.411 

9.291.825 

0.70% 

7.935 

04/01/19 

3,901.307 

3.861.988 

4.242.671 

0.32% 

7.200 

04/01/28 

7,000,000 

6.883.046 

8.713.520 

0.65% 

8.750 

01/15/23 

4,000,000 

4.000.000 

5.594.498 

0.42% 

7.000 

06/15/07 

3.000.000 

2.999.683 

3.159.126 

0.24% 

4.200 

03/10/08 

5,000.000 

4.997.892 

5.001.510 

0.38°.o 

8.903 

07/02/20 

20,561.686 

20.642.287 

24.630.834 

1.85% 

7.250 

11/01/27 

4.000,000 

3.974.880 

4.285.632 

0.32% 

7.250 

07/01/09 

7,000,000 

6.988.829 

7.631.257 

0.57% 

7.125 

03/15/28 

4.000.000 

3,947,727 

4.341.499 

0.33% 

7.700 

06/15/28 

2,000.000 

2.336.632 

2.673.099 

0.20% 

7.000 

02/01/18 

2.000.000 

1.999.809 

1.850.000 

0.14% 

7.600 

02/01/24 

8.000.000 

7.455.669 

9.803.402 

0.74% 

7.500 

08/01/06 

4.000.000 

4.084.273 

4.140.343 

0.31% 

8.375 

02/15/11 

8.000.000 

8.006.764 

9.370.346 

0.70% 

7.000 

11/15/27 

2.000.000 

1.997,942 

2.124.240 

0.16% 

8.125 

04/28/23 

7,000,000 

7,036.596 

9.365.593 

0.70% 

7.875 

08/01/09 

7,000.000 

6.990.999 

7.803.344 

0.59% 

7.250 

07/15/27 

2,000,000 

1.852.989 

2.502.792 

0.19% 

7.250 

12/01/26 

2,000.000 

2.010,467 

2.160.000 

0.16% 

6.040 

01/31/18 

7,000,000 

7,051,962 

7.274.890 

0.55% 

8.250 

10/01/11 

5,000,000 

5,503,390 

5.902.618 

0.44% 

7.200 

10/15/17 

2,000,000 

1,988.642 

2.275.485 

0.17% 

7.050 

05/15/18 

6,000.000 

5,945,070 

6.861.012 

0.52% 

7.125 

02/01/07 

2,000,000 

1,999.661 

2.091.435 

0.16% 

7.450 

06/01/09 

5,000.000 

5,000.000 

5.540.716 

0.42°.o 

4.200 

01/15/10 

6,000,000 

5.991.777 

5.952.048 

0.45% 

7.200 

09/15/08 

1.000.000 

981.031 

1.081.054 

0.08°/o 

7.650 

03/15/27 

6.000.000 

5.977.684 

7,156.826 

0.54''o 

8.500 

01/15/25 

8.000.000 

9.183.753 

10.309.028 

0.77% 

7.000 

02/01/18 

1.000.000 

942.772 

1.106.000 

0.08°o 

5.690 

12/15/11 

8,000,000 

8.000.000 

8.000.000 

0.60% 

5.650 

05/15/14 

3.000.000 

2.952.133 

3.176.796 

0.24% 

Corporate  Bonds  (Rated) 


119  Issue(s) 


689,201,505       624,287,960       665,536,568     49.98% 


FIRST  INTERSTATE  BANC  SYSTEM  MONTANA 
WILMINGTON  TRUST  TUCSON  ELECTRIC 


7.500         10/01/06 
10.211        01/01/09 


2.670.000 
3.286.312 


2.670.000 
3.286.312 


2.670.000 
3.286.312 


0.20% 
0.25% 


Corporate  Bonds  (Unrated) 


2  Issue(s) 


5,956,312 


5,9.56  J12 


5,956  J12       0.45% 
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Securiu  Name 


(  oupon       Maluril^ 


Tar 


Book  V  aluc         Fair  \  aluc 


UNITED  MEXICAN  STATES 

5.875        01/15/U 

10.000.000 

9.924.211 

10.435.000 

0.78% 

Foreign  Govemmenl  Bonds 

1  Istue(9) 

10.000.000 

9.924,211 

10.435.000 

D.78V. 

BUTTE  SILVER  BOVS  MONTANA  1  A.\  INDL 
MONTANA  STATE  TAXABLE  RENEW  (3  ISSUES) 
MONTANA  STATE  BOARD  HOUSING 
CRP  (69  issues) 


6.890  07/01/05 

7  35-7  40  08/01/09-12 

8.450  08/01/39 

6  00-8  00  11/15/05-15 


1.535.000 

420.000 

1. 1 40.000 

3.028.270 


1.535.000 

419.219 

1.140.000 

3.028.270 


1.535.000 

420.000 

1.140.000 

3.028.270 


0.12% 
0.03% 
0.09»/o 
0.23% 


Municipal  Government  Bonds  (l)nrated) 


74  lisuc<s) 


6,123.270 


6.122,489 


6.123J70       0.46% 


BENDER  SHIPBUILDING  ♦  REPAIR  USGG  XI 

GLOBAL  INDUSTRIES  LTD  USGG  XI 

REINAUER  MARITIME  CO  LLC  USGG  XI 

T  T  BARGE  SERVICES  USGG  XI 

TUNISIA  AID  USGG  XI 

VESSEL  MANAGEMENT  SERVICES  INC  USGG  XI 

GNMA  POOL  032974 

GNMA  POOL  038164 

GNMA  POOL  039321 

GNMA  POOL  042547 

GNMA  POOL  065459 

GNMA  POOL  28 1467 

UNITED  STATES  TREASURY  BONDS 

UNITED  STATES  TREASURY  NOTES 

UNITED  STATES  TREASURY  NOTES 

UNITED  STATES  TREASURY  NOTES 


6.200 
7.710 
6.500 
6.450 
6.710 
6.080 
9.500 
10.000 
10.000 
10.000 
11.500 
9.000 
7.250 
3.000 
2.750 
3.000 


09/30/12 
02/15/25 
06/30/28 
12/16/12 
02/01/24 
05/20/24 
09/15/09 
01/15/10 
12/15/09 
10/15/10 
04/15/13 
09/15/19 
05/15/16 
02/15/09 
06/30/06 
12/31/06 


9,957.643 

8.000,000 

18.952.000 

1,528,500 

3,900,522 

18.472.000 

23.905 

60,728 

16.332 

4.192 

5J52 

8,469 

14,000,000 

10,000,000 

20,000.000 

10.000,000 


9,957,643 

8.000.000 

18.952.000 

1.528,500 

3.721.376 

18.472.000 

23,109 

60.598 

16.298 

4.182 

5.305 

8,439 

14.41 1.895 

9.731,017 

20.048.063 

9.965.678 


9.957.643 

8.000.000 

18.952.000 

1.528.500 

3.900.522 

20.400.107 

25.461 

65,988 

17.728 

4,583 

6,213 

9,430 

17,937.500 

9,766.410 

19.846.100 

9.908.20O 


0.75% 
0.60% 
1  42% 
0.11% 
0.29% 
1.53% 
O.OO". 
0.00«i. 
0.00«<. 
0.00«-i 
O.OO^o 
0.00% 
1.35% 
0.73% 
1 .49% 
0.74«b 


U.S.  Government  Direct-Backed 


16  lssue<s) 


114,929,643        114,906,104        I20J26J86       9.04% 


FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  MORTGAGE  CORP 
FEDERAL  HOME  LOAN  PC  REMIC 
FEDERAL  HOME  LOAN  POOLBI3I50 
FEDERAL  HOME  LOAN  POOL  C0I523 
FEDERAL  HOME  LOAN  POOL  E00247 
FEDERAL  HOME  LOAN  POOL  E00659 
FEDERAL  HOME  LOAN  POOLE0I376 
FEDERAL  HOME  LOAN  POOLE0I4I8 
FEDERAL  HOME  LOAN  POOL  E0I425 
FEDERAL  HOME  LOAN  POOL  E9908I 
FEDERAL  HOME  LOAN  POOLGI0I73 
FEDERAL  HOME  LOAN  POOLGI08I4 
FEDERAL  HOME  LOAN  POOL  G 1 1670 
FEDERAL  HOME  LOAN  POOL  G30006 
FEDERAL  HOME  LOAN  BANKS 
FEDERAL  HOME  LOAN  BANKS 
FEDERAL  HOME  LOAN  BANKS 
FEDERAL  HOME  LOAN  BANKS 
FEDERAL  HOME  LOAN  BANKS 
FEDERAL  HOME  LOAN  BANKS 
FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION 
FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION 
FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION 
FNMA  P<X)L  254:33 

fnmapoc)l;s4«3i 
fnma  pool  303202 
fnma  pool  313999 
fnma  pool  572220 


5.125 
5.000 
4.000 
4.000 
4.500 
4.100 
5.000 
0.000 
8.250 
0.000 
0.000 
3.500 
9.150 
4.000 
5.000 
5.500 
6.000 
4.000 
4.000 
4.500 
4.500 
6.000 
5.500 
4.000 
7.000 
6.395 
7.000 
7.450 
4  125 
5.000 
VAR 
6.000 
7.250 
2.800 
5.000 
5.000 
6.500 
6000 
6.000 


11/07/13 
06/18/18 
06/12/13 
07/18/18 
04/02/14 
01/28/14 
01/30/14 
06/21/32 
06/01/26 
06/05/28 
09/14/29 
09/15/07 
10/15/20 
03/01/19 
03/01/33 
10/01/08 
04/01/14 
04/01/18 
07/01/18 
08/01/18 
09/01/18 
01/01/09 
05/01/13 
03/01/15 
07/01/13 
06/03/14 
08/26/19 
02/03/20 
08/13/10 
08/28/19 
05/26/10 
05/15/08 
01/15/10 
03/01/19 
03/01/17 
02A)1/18 
05/01/14 
02/01/13 
03/01/16 


12.000.000 

20.000.000 

12.000.000 

1 5.000.000 

9.000.000 

30.000.000 

12.000.000 

100.000.000 

7.000.000 

50.000.000 

100.000.000 

20.000.000 

115.137 

17.034.459 

7.290.235 

370,224 

926.595 

15.858.753 

15.934.525 

16.061.644 

17,450,577 

307.458 

651.358 

14.274.120 

373.627 

6.000.000 

7.000.000 

10.000.000 

15.000.000 

10.000.000 

5.000.000 

15.000,000 

1 5.000,000 

7,000.000 

6.753.336 

8.330.567 

1.233.736 

457.287 

1.031.888 


11.930.845 

20.000.000 

11.076.622 

15.000.000 

8.968.485 

30.000.000 

11.996.599 

15.631.516 

7.263.142 

10.534.017 

19,270,393 

20.185,778 

113.944 

17,034,459 

7,231.281 

369.579 

926.017 

15.748.264 

15,408.301 

16.021.887 

17.351.017 

307,097 

650.974 

14.044.597 

373.627 

5.656.708 

6,965.352 

10,059.677 

15.159.535 

10.000.000 

5.000,000 

14,812.526 

14.965.534 

6.946.434 

6.560.710 

8.404.120 

1.224.846 

455.554 

1.029.472 


12.045.696 

19.730.720 

11.667,600 

14,694.932 

8.914.860 

29,923,770 

12,032.244 

16.220.000 

9.974.370 

11.066.550 

20.532,500 

19,877.180 

115,029 

16,680.013 

7.314.156 

380.275 

959.568 

15.541,578 

1 5,602,965 

16.001.978 

17.385.751 

318.207 

670.670 

13.977.889 

389.908 

6,890.655 

8.912.169 

13.283.650 

15.031.455 

10.000.000 

4.997.880 

15.853.052 

17.003.682 

6.955.473 

6.847.513 

8.433.717 

1.278.231 

473.632 

1.068.125 


0.90»o 
1.48% 
088% 
1  10% 
0.67% 
2.25% 
0.90«-o 
1.22% 
0.75% 
0.83% 
I  54% 
1.49% 
0.01% 
1.25% 
0.55% 
0.03% 
0.07% 
1.17% 
1.17% 
I  20% 
1.31% 
0.02% 
0.05% 
1.05% 
0.03% 
0.52% 
0.67*. 
1.00% 
I  13% 
0.75% 
0.38% 
l.I9«. 
I  28*. 
0.52% 
0.51% 
0.63% 
0  10^. 
004% 
0.08% 
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Security'  Name 

FNMA  POOL  592327 
FNMA  POOL  725346 
FNMA  POOL  780956 
U  S  AR\n'  HOSPITALin-  FLIND 


Coupon 

Maturity 

Par 

Book  \'aiue 

Fair  \  alue 

% 

5.500 

06/01/16 

1.602.666 

1.571.933 

1.649.056 

0.12% 

4.000 

03/01/19 

17.500.311 

17.325.247 

17.166.718 

1.29% 

4.500 

05/01/19 

17.768.954 

17.763.724 

17,701.978 

1.33% 

7.467 

05/01/32 

9.697.407 

9.697.407 

9.697.407 

0.73% 

U.S.  Government  Indirect-Backed 

43  Issue(s) 

648.024,864 

441.037,218 

455,262,802     34.19% 

Total  TFBP 

257  Issue(s) 

1,542,290^93 

1,270,289.093 

U3 1. 695, 138    100.00% 
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LEGISLATIVE  AUDIT  DIVISION 

Scott  A.  Seacat,  Legislative  Auditor  fy^  ^  Deputy  Legislative  Auditors: 

John  W.  Northey,  Legal  Counsel  rfe^jy-^^^n  Jini  Pellegrini,  Performance  Audit 

Tori  Hunthausen.  IS  Audit  &  Operations 
James  Gillett,  Financial-Compliance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Net  Asset  Value  for  the  state  of  Montana  Board  of  In- 
vestments, Short  Term  Investment  Pool,  as  of  June  30,  2005.  and  2004.  and  the  related  Statement  of 
Changes  in  Net  Asset  Value  and  Statement  of  Investment  Income  and  Distribution  for  the  fiscal  years  then 
ended.  These  financial  statements  are  the  responsibility  of  the  Board  of  Investments'  management.  Our 
responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  auditing  standards  generally  accepted  in  the  United  States  of 
America.  Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about 
w  hether  the  financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as 
evaluating  the  overall  financial  statement  presentation.  We  believe  that  our  audit  provides  a  reasonable 
basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects,  the  net 
asset  value  of  the  state  of  Montana  Board  of  Investments,  Short  Term  Investment  Pool,  as  of  June  30, 
2005.  and  2004,  and  its  changes  in  net  asset  value  and  investment  income  and  distribution  for  the  fiscal 
years  then  ended  in  conformity  with  accounting  principles  generally  accepted  in  the  United  States  of 
America. 


Respectfiilly  submitted 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


November  2,  2005 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
SHORT  TERM  INVESTMENT  POOL  FINANCIAL  STATEMENTS 

STATEMENT  OF  NET  ASSET  VALUE  JUNE  30,  2005  AND  2004 

2005 


Assets 


Cash 

Interest  receivable 

Securitj'  lending  cash  collateral  (Notes  3  and  4) 

Unrealized  loss  (Note  2) 

Investments  managed  at  fair  value  (amortized  cost  of  $1,742,735,519  in 

2005  and  $1,479,812,941  in  2004)(Notes  2  and  4) 

Total  assets 

Liabilities 

Security  lending  expense  payable 

Income  due  participants 

Broker  payable  for  securities  purchases  but  not  settled  (Note  2) 

Security  lending  obligations(Notes  3  and  4) 

Total  liabilities 

Net  asset  value 

Units  Outstanding  (Note  2) 
Unit  Value  (Note  2) 


0  $ 
528.829 

3.000.000 
0 

3.528.829    S 

1.741 .120.900    $ 

1,741,120,900 

1  S 


STATEMENT  OF  CHANGES  IN  NET  ASSET  VALUE 
FOR  THE  FISCAL  YEARS  ENDED  JUNE  30,  2005  AND  2004 


Net  asset  value,  beginning  of  year 
Value  of  units  purchased  by  participants 
Value  of  units  sold  by  participants 


1,480.216.590    $ 
6,123.148.064 

r5.862.243.754) 


2004 


528.828 

1385382 

0 

435.083 

S 

203.235 

403.650 

0 

37,638 

1.742300.436 

1.479.775303 

1.744.649.729 

s 

1, 4S0.4 19.826 

0 

203,236 
0 
0 

203^36 

1.480.216.590 

1,480,216,590 
1 


1. 42 1. 022.795 
6.284,553.085 
(6.225.359.2901 


Net  asset  value,  end  of  year 


$         1.741.120.900    S         1.480.216.590 


STATEMENT  OF  INVESTMENT  INCOME  AND  DISTRIBUTION 
FOR  THE  FISCAL  YEARS  ENDED  JUNE  30,  2005  AND  2004 


Investment  income  (Note  2) 

Security  lending  income 

Security  lending  expense 

Administrative  expenses 

Income  due  participants,  beginning  of  year 

Income  available  for  distribution 
Distribution 


35,536.850    S 

16.110.043 

0 

0 

0 

0 

(260.729) 

(310392) 

203.236 

252.441 

35.479.357 
34.950.528 


Income  due  participants,  end  of  year  S  528.829    S 

The  accompanying  notes  are  an  integral  part  of  these  financial  statements. 


16.052.092 
15.848.856 

203.236 
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STATE  OF  MONTANA  BOARD  OF  IN\  ESTMENTS 
SHORT  TERM  INVESTMENT  POOL  -  NOTES  TO  FINANCIAL  STATEMENTS 

JUNE  30.  2005  AND  2004 

1.  HISTORV  AND  ORGANIZATION 

The  Board  »as  created  b>  the  Legislature  to  in%cst  and  manage  Montana's  I  nified  ln>estment  Program.  The  Short  Term 
Investment  Pool  (STIP)  was  created  by  the  Board  to  allow  qualifying  Tunds.  per  sections  17-5-201,  202  and  204,  MCA,  to 
participate  In  a  diversifled  pool.  Although  slate  agencies  with  accounts  that  retain  their  interest  earnings  are  legally 
required  to  invest  in  STIP,  local  governments  may  voluntarily  participate  in  STIP. 

The  purpose  of  STIP  is  to  obtain  the  highest  possible  return,  yet  maintain  a  highly  liquid  position  whereby  funds  may  be 
invested  for  relatively  short  periods,  one  day  or  more,  depending  upon  the  participant's  anticipated  use  of  the  funds.  The 
investments  and  the  income  from  STIP  are  owned  by  the  participants,  as  they  purchase  units,  and  are  managed  on  their 
behalf  by  the  Board. 

Although  STI P  is  not  registered  with  the  Securities  and  Exchange  Commission  (SEC)  as  an  investment  company,  the  Board 
has  as  policy  that  STIP  will,  and  does,  operate  in  a  manner  consistent  with  the  SEC's  rule  2a7  of  the  Investment  Company 
Act  of  1940.  In  meeting  certain  conditions,  STIP,  as  a  2a7-like  pool,  is  allowed  to  use  amortized  cost  rather  than  fair  value  to 
report  net  assets  to  compute  unit  values. 

2.  SI  MMAR\  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Investments 

STIP  investments  are  purchased  in  accordance  with  the  statutorily  mandated  "Prudent  F.vpert  Principle'.  The  STIP 
portfolio  may  include  asset-backed  securities,  commercial  paper,  corporate  and  government  securities,  repurchase 
agreements,  and  variable-rate  (floating-rate)  instruments.  These  securities  are  purchased  to  provide  shareholders  with  a 
diversified  portfolio  earning  a  competitive  total  rate  of  return. 

Asset-hacked  securities  represent  debt  securities  collateralized  by  a  pool  of  mortgage  and  non-mortgage  assets  such  as  trade 
and  loan  receivables,  equipment  leases,  credit  cards,  etc.  (  ommercial  paper  is  unsecured  short-term  debt  with  maturities 
ranging  from  1  to  270  days.  C  ommercial  paper  issued  at  a  discount,  direct  or  by  brokers,  is  backed  bv  bank  credit  lines. 
Repurchase  agreements  ( RE POs)  represent  an  agreement  between  a  seller  and  a  buyer,  usually  of  I  S  government  securities, 
whereby  the  seller  agrees  to  repurchase  the  securities  at  an  agreed  upon  price  and  stated  time.  \ariable-rate(  floating-rale) 
securities  pav  a  variable  rate  of  interest  until  maturity.  The  STIP  portfolio's  variable-rate  securities  float  with  LIBOR 
(London  Interbank  Offered  Rate). 

Investments  held  are  reported  at  fair  value  as  of  .lune  30.  based  on  market  prices  supplied  to  the  Board  bv  the  Board's 
custodial  bank.  Ihe  difference  between  amortized  cost  and  fair  value  is  reflected  as  an  unrealized  gain  or  loss  in  the 
investments  managed.  The  SI  IP  investment  portfolio  consists  of  securities  with  a  maximum  maturity  of  i"*"  days  or  less 
with  Ihe  exception  of  securities  having  rate  reset  dales.  The  portfolio  is  carried  at  amortized  cost  or  book  value. 

Particinant  (  nits 

The  STIP  unit  value  is  fixetl  at  SI  for  both  participant  buys  and  sells.  \  purchased  unit  earns  income  on  Ihe  purchase  date 
and  ceases  to  earn  income  on  the  day  before  the  unit  is  sold.  Participants  may  buy  or  sell  fractional  shares.  For  fiscal  years 
2005  and  2004.  income  was  distributed  on  the  first  calendar  da  v  of  each  month,  with  Ihe  exception  of  the  .lune  distribution. 
Income  for  .June  2005  and  .lune  2004  was  distributed  on  Ihe  last  calendar  dav  cifihc  month.  Participants  may  aulomatically 
reinvest  their  income  in  additional  units. 

During  fiscal  v  ears  2005  and  2004,  the  Board  did  not  provide  or  obtain  any  legally  binding  guarantees  to  support  the  value  of 
the  participant  units. 

Broker  Receivahle/Pavahle 

STIP  security  transactions  are  recorded  as  of  the  trade  date  rather  than  the  settlement  date.  Because  of  this  generally 
accepted  practice,  the  STIP  portfolio  »l  .lune  30  niav  include  receivables  from  brokers  for  securities  sold,  but  not  delivered, 
and  payables  to  brokers  for  securities  purchase<l,  but  not  received. 

B-  26 


Other 

Administrative  expenses  incurred  by  the  Board  are  charged  daily  to  STIP  based  on  the  Board's  expenses  applicable  to  STIP. 

3.  SECURrriES  LENDING 

Under  the  provisions  of  state  statutes,  the  Board  has,  via  a  Securities  Lending  Authorization  Agreement,  authorized  the 
custodial  bank.  State  Street  Bank  and  Trust,  to  lend  the  Board's  securities  to  broker-dealers  and  other  entities  with  a 
simultaneous  agreement  to  return  the  collateral  for  the  same  securities  in  the  future.  During  the  period  the  securities  are  on 
loan,  the  Board  receives  a  fee  and  the  custodial  bank  must  initially  receive  collateral  equal  to  102  percent  of  the  fair  value  of 
the  loaned  securities  and  maintain  collateral  equal  to  not  less  than  100  percent  of  the  fair  value  of  the  loaned  security.  The 
Board  retains  all  rights  and  risks  of  ownership  during  the  loan  period. 

During  fiscal  years  2005  and  2004,  State  Street  loaned,  on  behalf  of  the  Board,  certain  securities  held  by  State  Street,  as 
custodian,  and  received  U.S.  dollar  currency  cash,  U.S.  government  securities,  and  irrevocable  bank  letters  of  credit  State 
Street  does  not  have  the  ability  to  pledge  or  sell  collateral  securities  unless  the  borrower  defaults. 

The  Board  did  not  impose  any  restrictions  during  fiscal  years  2005  and  2004  on  the  amount  of  the  loans  that  State  Street 
made  on  its  behalf.  There  were  no  failures  by  any  borrowers  to  return  loanedsecuritiesor  pay  distributions  thereon  during 
fiscal  years  2005  and  2004.  Moreover,  there  were  no  losses  during  fiscal  years  2005  and  2004  resulting  from  a  default  of  the 
borrowers  or  State  Street 

During  fiscal  years  2005  and  2004,  the  Board  and  the  borrowers  maintained  the  right  to  terminate  all  securities  lending 
transactions  on  demand.  The  cash  collateral  received  on  each  loan  was  invested,  together  with  the  cash  collateral  of  other 
qualified  plan  lenders,  in  a  collective  investment  pool,  the  Securities  Lending  Quality  Trust  which  has  a  weighted  average 
maturity  of  35  and  49  days,  respectively,  as  of  June  30,  2005  and  2004.  The  relationship  between  the  average  maturities  of 
the  investment  pool  and  the  Board's  loans  was  affected  by  the  maturities  of  the  loans  made  by  other  plan  entities  that 
invested  cash  collateral  in  the  collective  investment  pool,  which  the  Board  could  not  determine.  At  year-end,  the  Board  has 
no  credit  risk  exposure  to  borrowers  because  the  amounts  the  Board  owes  the  borrowers  exceed  the  amounts  the  borrowers 
owe  the  system. 

As  of  June  30, 2005  and  June  30, 2004,  there  were  no  securities  on  loan. 

4.  INVESTMENT  RISK  DISCLOSURES 

Effective  June  30,  2005,  the  Board  implemented  the  provisions  of  Governmental  Accounting  Standards  Board  (GASB) 
Statement  No.  40-  Deposit  and  Investment  Risk  Disclosures.  The  investment  risk  disclosures  arc  described  in  the  following 
paragraphs. 

Credit  Risk 

Credit  risk  is  defined  as  the  risk  that  an  issuer  or  other  counterparty  to  an  investment  will  not  fulfill  its  obligation.  The  STIP 
securities  have  credit  risk  as  measured  by  major  credit  rating  services.  This  risk  is  that  the  issuer  of  a  STIP  security  may 
default  in  making  timely  principal  and  Interest  payments.  The  Board  of  Investment's  policy  requires  that  STIP  securities 
have  the  highest  investment  grade  rating  in  the  short  term  category  by  at  least  one  Nationally  Recognized  Statistical  Rating 
Organizations  (NRSRO).  The  six  NRSRO's  Include  Standard  and  Poors,  Moody's,  Duff  and  Phelps,  Fitch,  IBCA  and 
Thompson's  Bank  Watch. 

Obligations  of  the  U.S.  government  or  obligations  explicitly  guaranteed  by  the  U.S.  government  are  not  considered  to  have 
credit  risk  and  do  not  require  disclosure  of  credit  quality  per  GASB  Statement  No.  40. 

The  short  term  credit  ratings  presented  in  the  table  below  are  provided  by  S&  P's  rating  services.  An  AI+  rating  is  the 
highest  short  term  rating  by  theS&P  rating  service.  If  a  STIP  security  received  a  long  term  rating,  such  as  AAA,  this  rating 
was  converted  to  a  short  term  rating.  If  an  S&P  rating  is  not  available,  a  Moody's  rating  has  been  used. 

Custodial  Credit  Risk 

Custodial  credit  risk  for  Investments  is  the  risk  that,  in  the  event  of  the  failure  of  the  counterparty  to  a  transaction,  a 
government  will  not  be  able  to  recover  the  value  of  the  investment  or  collateral  securities  that  are  in  the  possession  of  an 
outside  party.  As  of  June  30, 2005  and  2004,  all  STIP  securities  were  registered  in  the  nominee  name  for  the  Montana  Board 
of  Investments  and  held  in  the  possession  of  the  Board's  custodial  bank.  State  Street  Bank.    According  to  the  STIP 
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Investment  Policy,  "repurchase  agreements  require  electronic  deliver)  of  I  .S.  Government  Treisur)  collateral,  priced  at 
102  percent  market  value,  to  the  designated  State  of  Montana  Federal  Reserve  Bank  account." 

Concentration  of  (  redit  Risk 

Concentration  of  credit  risk  is  the  risk  of  loss  attributed  to  the  magnitude  of  a  goNernment's  in\estment  in  a  single 
issuer.  The  STIP  Investment  Policy  Statement  does  not  specifically  address  concentration  of  credit  risk.  The  policy 
does  provide  for  "minimum  three  (3%)  percent  or  SIS  million,  whichever  is  higher,  lo  be  invested  in  Repurchase 
Agreements."  As  of  June  30, 2005,  there  were  no  single  issuer  investments  that  exceeded  5%  of  the  STIP  portfolio. 

Interest  Rale  Risk 

Interest  rate  risk  is  the  risk  that  changes  in  interest  rates  will  adversely  afTect  the  fair  value  of  an  investment.  According  to 
GASB  Statement  No.  40,  "interest  rate  disclosures  are  not  required  for  STIP  since  STIP  is  a  2a-7-like  pool". 

Corporate  asset-backed  securities  are  based  on  cash  flows  from  principal  and  interest  payments  on  underlying  auto  loan 
receivables,  credit  card  receivables,  and  other  assets.  These  securities,  while  sensitive  to  prepayments  due  to  interest  rale 
changes,  have  less  credit  risk  than  securities  not  backed  by  pledged  assets. 

While  variable-rate  (floating-rate)  securities  have  credit  risk  identical  to  similar  fiied-rate  securities,  their  interest  rate  risk 
is  more  sensitive  to  interest  rate  changes.  However,  their  fair  value  may  be  less  volatile  than  fixed-rate  securities  because 
their  value  will  usually  remain  at  or  near  paras  a  result  of  I  heir  interest  rates  being  periodically  reset  to  maintain  a  current 
market  yield. 

STIP  investments  are  categorized  below  to  disclose  credit  rate  risk  as  of  .lune  30,  2005  Credit  risk  reflects  the  security 
quality  rating,  by  investment  security  type,asofthe.lune  30  report  date.  Ifasecurity  Investment  type  is  unrated,  the  quality 
type  is  indicated  by  NR(not  rated).  Although  the  STIP  investments  have  been  rated  by  investment  security  type,  STIP,  as  an 
external  investment  pool,  has  not  been  rated  by  the  NRSRO. 

Credit  Quality  Ratings  as  of  June  30, 2005 


Security  Investment  Tvpe 

Commercial  Paper  S 

Corporate  Fixed 
Corporate  \  ariablc-Rate 
Municipal  \  ariable-Rate 
Repurchase  Agreement* 

Total  Investments  S 

Securities  Lending  Collateral  Investment  Pool         S  Q  NR 

*  At  June  30,  2005,  the  State  Street  Bank  repurchase  agreement  was  collateralized  at  a  fair  value  of 
$22  million  by  a  SI7.I  million  par,  6  J75%  coupon,  I  .S.  government  Treasury  bond  maturing  August 
15.2027. 

Legal  Risk 

The  Board  is  not  aware  of  any  legal  risks  regarding  any  STIP  investments. 

5.  BLOOMBERG  PORTFOLIO  ORDER  MANAGEMENT  SYSTEM  (POMS) 

In  July  2005,  the  Board  agreed  lo  lea'ica  Portfolio  Order  Management  System  (POMS)  from  Bloomberg  Financial  Services. 
I  his  electronic  securities  trading  s\>tcm  reduces  Irading  lime  and  paperwork,  increases  trading  and  arrnunling  accuracy, 
and  provides  certain  controls  not  prc\ic>usl\  available.  I  he  l<<iard  has  been  using  Ihe  basic  HIiMimbcrg  Financial  Network 
Services  for  many  years  and  already  leased  Ihe  hardware  rrc|uired  lo  implement  Ihe  Iradmg  system. 
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Credit 

Oualitv 

Fair  N'alue 

Rating 

l,249.52'_}86 

Al 

49.821.250 

AI  + 

414.951.800 

AI  + 

6.000.000 

NR 

22,000,000 

A3 

1. -^42300.436 

Alt 

The  trading  system  will  serve  the  Board's  internally  managed  portfolios  and  will  be  phased  in  as  training  is  completed. 
Electronic  trading  began  with  the  internally-managed  component  of  the  Montana  Domestic  Equity  Pool  in  August  2005. 
Electronic  trading  for  the  Short  Term  Investment  Pool  will  be  next  followed  by  the  other  fixed  income  portfolios  managed  by 
Board  Staff. 


6. 


CLASS  ACTION  LITIGATION 


In  April  2005,  the  Board  signed  a  contract  with  the  law  firm  Barrack,  Rodos  &  Bacine  to  ensure  that  the  Board  participates 
in  all  class  action  litigation  to  which  it  is  entitled  to  participate.  Historically,  the  Board,  by  agreement  with  its  custodial 
bank.  State  Street  Bank,  has  relied  on  State  Street  staff  to  complete  and  file  class  action  claims  on  the  Board's  behalf. 

While  State  Street  Bank  will  continue  to  complete  these  duties,  the  law  firm  will  monitor  transactions  that  may  entitle  the 
Board  to  be  a  party  in  any  class  action  litigation.  The  law  firm  will  access  Board  portfolios  and  securities  transactions  on  the 
State  Street  accounting  system  using  the  INSIGHT  down  load  function.  The  law  firm  will  then  request  written 
documentation  from  the  Bank  proving  the  claims  have  been  filed. 

Class  action  litigation  results  from  fraudulent  activity  damaging  the  Board's  investments.  While  the  Board  has  never 
pursued  becoming  a  lead  plaintiff  in  class  action  litigation,  the  law  firm  contract  permits  the  Board  to  become  a  lead  or  co- 
lead  plaintiff  in  these  instances.  Under  certain  circumstances  the  Board's  fiduciary  responsibility  may  require  it  to  act  as  a 
lead  or  co-lead  plaintiff  to  recover  funds  lost  to  fraud  or  other  questionable  activity. 

7.  YEAR  END  PORTFOLIO 

The  June  30,  2005  STIP  portfolio  is  listed  below.  The  security  type  percentage  is  based  on  the  fair  value  ratio  of  the 
specific  security  investment  type  to  the  total  portfolio. 


Security  Name 

Coupon 

Maturitv 

Par 

Book  Value 

Fair  Value 

% 

AUTOBAHN  FUNDING  CO  LLC 

discount 

09/23/05 

17.500.000 

17.359.125 

17.360.000 

1.00% 

BEETHOVEN  FUNDING  CORP 

discount 

07/11/05 

20.000.000 

19,982,833 

19.980.000 

1.15% 

BELMONT  FUNDING  LLC 

discount 

07/01/05 

20,000.000 

20,000,000 

19.998.000 

1.15% 

BRITANNIA  BUILDING  SOCIETY 

discount 

08/31/05 

20,000,000 

19,890,878 

19.885.400 

1.14% 

BRITANNIA  BUILDING  SOCIETY 

discount 

08/31/05 

20,000,000 

19,890,200 

19.885.400 

1.14% 

BRYANT  PARK  FUNDING  LLC 

discount 

08/08/05 

20,000.000 

19,932,656 

19.927.800 

1.14% 

CAFCO  LLC 

discount 

07/19/05 

20,000,000 

19,968,900 

19,965.400 

1.15% 

CHECK  POINT  CHARLIE,  INC 

discount 

08/09/05 

20,000,000 

19,930,233 

19.926.000 

1.14% 

CHECK  POINT  CHARLIE,  INC 

discount 

09/14/05 

20,100,000 

19,959.300 

19.956.084 

1.15% 

CHECK  POINT  CHARLIE,  INC 

discount 

09/15/05 

20,000,000 

19,858,133 

19.855.000 

1.14% 

CLIPPER  RECEIVABLES  CORP 

discount 

07/20/05 

20,000,000 

19,967,278 

19,963,600 

1.15% 

COBBLER  FUNDING  LTD 

discount 

07/28/05 

20,000,000 

19,953.350 

19,949,200 

1.14% 

COBBLER  FUNDING  LTD 

discount 

09/28/05 

20,000.000 

19,828,922 

19.830.600 

1.14% 

DAVIS  SQUARE  FUNDING  III  LTD 

discount 

09/06/05 

20,000,000 

19.874,561 

19.935.200 

1.14% 

DNA  FINANCE  CORP 

discount 

07/12/05 

20,000,000 

19,980,811 

19.872,000 

1.14% 

DNA  FINANCE  CORP 

discount 

08/04/05 

20,000,000 

19,938.989 

19.978.200 

1.15% 

EIFFEL  FUNDING 

discount 

09/19/05 

20.000.000 

19,850,222 

19.847.400 

1.14% 

GOLDEN  FISH  LTD 

discount 

07/06/05 

20.000.000 

19,991,306 

19.989.200 

1.15% 

GOLDEN  FISH  LTD 

discount 

08/05/05 

20,000,000 

19,937,389 

19.933.400 

1.14% 

GRAMPIAN  FUNDING  LTD  /  LLC 

discount 

09/27/05 

20,000,000 

19.834.756 

19.832.400 

1.14% 

GREYHAWK  FUND  CORP 

discount 

08/12/05 

20.000.000 

19.924,867 

19.896.400 

1.14% 

GREYHAWK  FUND  CORP 

discount 

08/16/05 

20.000.000 

19,917,711 

19.913.000 

1.14% 

GREYHAWK  FUND  CORP 

discount 

08/25/05 

20,000,000 

19,902.222 

19.920.400 

1.14% 

HERTZ  FLEET  FUNDING  LLC 

discount 

07/01/05 

20,000,000 

20.000.000 

19.998.200 

1.15% 

HERTZ  FLEET  FUNDING  LLC 

discount 

08/02/05 

19,865,000 

19.808.495 

19.804.412 

1.14% 

IXISCPCORP 

discount 

09/26/05 

20.000.000 

19.836.633 

19.834.200 

1.14% 

KAISERPLATZ  DELAWARE 

discount 

08/24/05 

20.000.000 

19,902,500 

19.898,200 

1.14% 

LAKE  CONSTANCE  FUNDING 

discount 

08/18/05 

20.000.000 

19,914,667 

19,909.400 

1.14% 

LEGACY  CAPITAL  CORP 

discount 

08/1 1/05 

20.000,000 

19.927,339 

19.922.400 

1.14% 

LIBERTY  HARBOUR 

discount 

07/13/05 

20.000.000 

19.979,267 

19.976.400 

1.15% 

LIBERTY-  HARBOUR 

discount 

08/10/05 

20.000.000 

19.928.667 

19.924.200 

1,14% 

B-29 


Sccurit\  Name 

Coupon 

.\UluriI> 

Par 

Book  \aluc 

Fair  \  aluc 

'A 

LOCKHARTFUNDrNGLLC 

discount 

07/01/05 

20.000.000 

20.000,000 

19.947.400 

1.14% 

LOCKHART  FUNDING  LLC 

discount 

07/29/05 

20.000.000 

19.951.311 

19.998.200 

1.15% 

MANHATTAN  ASSET  FUND 

discount 

09/29/05 

20.000.000 

19.828.000 

19.828.600 

1.14% 

MANHATTAN  ASSET  FUND 

discount 

09/30/05 

20.000.000 

19,825.583 

19.826.800 

1.14% 

MAXIMILLIAN  CAPITAL  CORP 

discount 

07/15/05 

20.000.000 

19,975.889 

19.972,800 

1.15% 

MAXIMILLIAN  CAPITAL  CORP 

discount 

08/15/05 

20,000.000 

19,919.500 

19,915.000 

1.14% 

MICA  FUNDING  LLC 

discount 

07/18/05 

20.000.000 

19.970.722 

19,967.400 

1.15% 

MILLSTONE  FUNDING  LTD 

discount 

08/03/05 

20.000.000 

19,941.333 

19.937.200 

1.14% 

MONT  BLANC  CAPITAL  CORP 

discount 

07/14/05 

19.783.000 

19.760.854 

19.757.876 

1.13% 

NEPTUNE  FUNDING  CORP 

discount 

07/08/05 

20.000,000 

19.987.983 

19.985.400 

1.15% 

NORTW  SEA  FUNDING 

discount 

07/27/05 

20.000.000 

19.954.933 

19,951.000 

1.15% 

NORTH  SEA  FUNDING 

discount 

08/23/05 

20.000.000 

19.905.778 

19,900.200 

1.14».o 

PB  FINANCE  DEL  INC 

discount 

07/25/05 

20.000,000 

19.958.400 

19.954,600 

1.15% 

PERRY  FUNDING  CORP 

discount 

08/01/05 

20.000,000 

19.945.233 

19,940.800 

1.14% 

PREFERRED  RECEIVABLES  FUNDING 

discount 

08/29/05 

20,000.000 

19.894,128 

19.889.000 

1.14% 

PRIME  ASSET  VEHICLE 

discount 

09/20/05 

20.000.000 

19.848,350 

19.845.600 

1.14% 

QUATRO  PMX  LTD/CORP 

discount 

07/05/05 

20.000,000 

19,993.156 

19,991.000 

1.15% 

RHINELAND  FUNDING 

discount 

09/13/05 

20,000.000 

19.861.044 

19.858.800 

1.14% 

RHINELAND  FUNDING 

discount 

09/16/05 

20.000.000 

19.854.556 

19.853.200 

1.14% 

ROMULUS  FUNDING  CORP 

discount 

07/26/05 

20.000.000 

19,956,389 

19.952,800 

1.15% 

SCALDIS  CAPITAL  LTD 

discount 

08/25/05 

21.165.000 

21.061.527 

21.122.670 

1.21% 

SCALDIS  CAPITAL  LTD 

discount 

08/30/05 

20.000,000 

19.892.667 

19.840.000 

1  14% 

ST  GERMAIN  HOLDINGS 

discount 

07/22/05 

20.000.000 

19.963.833 

19.896.400 

1.14% 

ST  GERMAIN  HOLDINGS 

discount 

09/23/05 

20.000.000 

19.842.733 

19.887.200 

1.14% 

STARBIRD  FUNDING  CORP 

discount 

07/28/05 

20.000.000 

19.953.200 

19.947.400 

1.14°. 

STARBIRD  FUNDING  CORP 

discount 

07/29/05 

20.000.000 

19.951.467 

19.949.200 

1.14% 

SUNBELT  FUNDING  CORP 

discount 

07/07/05 

20.000,000 

19.989.700 

19.987.200 

1.15% 

SYDNEY  CAPITAL  INC 

discount 

07/21/05 

20,000,000 

19.965,556 

19.961.800 

1.15% 

SYDNEY  CAPITAL  INC 

discount 

08/19/05 

19,868.000 

19,780,923 

19.770.647 

1.13% 

SYDNEY  CAPITAL  INC 

discount 

08/22/05 

20.000.000 

19,907,267 

19.907.600 

1.14% 

THREE  CROWNS  FUNDING 

discount 

08/26/05 

20.189.000 

20,088.504 

20.082,604 

1.15% 

WINDMILL  FUNDING  CORP 

discount 

08/17/05 

16,105.000 

16,037.717 

16.033,494 

0.92«o 

COMMERCIAL  PAPER 

1.254^:75.000 

IJ49.740.444 

1J49.527J86 

71.72% 

SIGMA  FINANCE  INC 

TO-iCJI  A  MOTOR  CREDI I  CORF 

3.735 
3.650 

04/21/06 
04/13/06 

25.000.000 
25.000.000 

24.y9«.S": 

:5.ouo.o()(i 

:4.9:6.:5o 

24.895.000 

I,43°o 
1  43% 

CORPORATE  FIXED 

50.000.000 

49,998.872 

49.82  U50 

2.86% 

GOLDMAN  SACHS  PROMISSORY  NOTE 

3.220 

02/08/06 

40.000.000 

40.000.000 

39.974.800 

:.29»o 

HARRIER  FINANCE  FUNDING 

3.200 

07/15/05 

50.000.000 

50.000.000 

49.998.500 

2.87% 

LIBERTY  LIGHTHOUSE  US  CAP  CO 

3.110 

04/05/06 

25.000.000 

24.997.523 

24.998.000 

1.43% 

LIQUID  FUNDING  LTD 

3.280 

10/17/05 

50.000.000 

50.000.000 

50.000.000 

2.87».. 

PARKLANDUSALLC 

3.240 

04/19/06 

25.000.000 

25,000,000 

24.997.000 

1.43% 

PARKLAND  USA  LLC 

3.230 

05/22/06 

25,000.000 

25,000,000 

24,995,750 

1.43% 

PREMIER  ASSET  ENTITY  LTD 

3.180 

09/15/05 

50.000.000 

50,000,000 

49,998,500 

2.87^. 

SEDNA  FINANCE  INC 

3.279 

02/27/06 

25.000.000 

25,000,000 

24,998,000 

1  4.3% 

SIGMA  FINANCE  INC 

2.970 

03/10/06 

25.000.000 

24.998,679 

24.997.500 

1.43''o 

TANGO  FINANCE  CORP 

3.175 

03/13/06 

25.000.000 

25.000,000 

24.997.250 

1.43% 

TTIETA  CORP 

3.175 

03/13/06 

25.000,000 

25.000.000 

24.999.000 

1.43% 

WHITl  PINE  FINANCE 

3.090 

07/11/05 

50.000.000 

50.000.000 

49.997.500 

287% 

CORPOR.ATE  \ARIABLE-RATE  (FLOATING  RATEl 


415.000.000        414.996.202        414.951.800       23.82% 


MT  IIK.MFR  FI)  STl  1)1  V  t  \SS(K  lATION 

3  610 

01/1506 

6.000.000 

6.000.000 

6.000.000 

034»o 

MINK  IP\I  \  \RI\B1  FRVTE 
IFI  (>vriN(.  KvrF.l 

6.000,000 

6,000.000 

6.000.000 

0J4% 

Rl  PI  KCHASS   At.RH  MIM 

2.700 

07/01/05 

^^.(MMI.IKIO 

::.iKi(i.(KKi 

::.o(K».(KKi 

1  26">. 

REPl  R(  HASE  A<;REEMENT 

22.000.000 

22.000.000 

22.000.000 

1.26% 

STIR  TOTAL 

!. 747375.000 

1.742.735.519 

1.742J00.436 

100,00% 
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LEGISLATIVE  AUDIT  DIVISION 

Scott  A.  Seacat,  Legislative  Auditor  i^T     ^^bs,  Deputy  Legislative  Auditors: 

John  W.  Northey,  Legal  Counsel  OhSC^^EH  •'™  Pellegrini,  Performance  Audit 

Tori  Hunthausen,  IS  Audit  &  Operations 
James  Gillett,  Financial-Compliance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Net  Asset  Value  for  the  state  of  Montana  Board  of 
Investments,  Montana  Domestic  Equity  Pool,  as  of  June  30,  2005,  and  2004,  and  the  related  Statement 
of  Changes  in  Net  Asset  Value  and  Statement  of  Investment  Income  and  Distribution  for  the  fiscal 
years  then  ended.  Tliese  fmancial  statements  are  the  responsibility  of  the  Board  of  Investments' 
management.  Our  responsibihty  is  to  express  an  opinion  on  these  financial  statements  based  on  our 
audit. 

We  conducted  our  audit  in  accordance  with  auditing  standards  generally  accepted  in  the  United  States 
of  America.  Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance 
about  whether  the  financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining, 
on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  fmancial  statements.  An  audit 
also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  fmancial  statement  presentation.  We  believe  that  our  audit  provides  a 
reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects,  the  net 
asset  value  of  the  state  of  Montana  Board  of  Investments,  Montana  Domestic  Equity  Pool,  as  of 
June  30,  2005,  and  2004,  and  its  changes  in  net  asset  value  and  investment  income  and  distribution  for 
the  fiscal  years  then  ended  in  conformity  with  accoimting  principles  generally  accepted  in  the  United 
States  of  America. 


Respectfully  submitted. 


Y^yU0^--' 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 
November  2,  2005 


B-31 

Room  160,  State  Capitol  Building.  PO  Box  201705,  Helena  MT  59620-1705 
Phone  (406)  444-3 122     FAX  (406)  444-9784     E-Maillad@itit.gov 


STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 

MONTANA  DOMESTIC  EQIIT^  POOL  FINANCIAL  STATEMENTS 

STATEMENT  OF  NET  ASSET  VALfE  JUNE  30.  2005  AND  2004 


Assets 

Cash 

Security  lending  cash  collateral  (Notes  3  and  4) 

Dividend  recei>able 

Interest  receivable 

ln\eslments  managed  at  fair  \alue  (carrying  value  of  $2,609,202,578  in  2005  and 

$2,479,060,702  in  2004)(Notes  2  and  4| 

Total  assets 

Liabililiss 


2005 


0  s 


28.995.0J1 

1,472,227 
92,951 

3.011.913.931 


2004 

0 

20,641.660 

2,047.f3! 

26.061 

2.902.284.868 


3.042.474.140    S         2.925.000J20 


Income  due  participants 

Security  lending  expense  payable 

Security  lending  obligations  (Notes  3  and  4) 


1.988,934    S 
88.165 
28.995.031 


2.611.096 

21.517 
20.641.660 


Total  liabilities 

Net  asset  value 

Units  Outstanding  (Note2) 
Unit  Value  (Note  2) 


31.072,130 
3.01 1.402.010    S 


23.404,482 
128.67    S 


STATEMENT  OF  CHANGES  IN  NET  ASSET  VALl'E 
FOR  THE  FISCAL  VEARS  ENDED  JUNE  30.  2005  AND  2004 


Net  asset  \alue.  beginning  of  year 

\  alue  of  MDFP  units  purchased  by  participants  (Note  2) 
\  alue  of  MOLP  units  sold  by  participants  (Note  2) 
Changes  in  fair  value  of  investments  managed  (Note  2) 


2.901,726.047    S 
599.999 
(I3J96.698) 
122.472,662 


23,2"4.2-3 

2.901.726.047 

23.600.184 
122.95 


2.577J3:.0I4 
62.463.000 
(86.459.939) 
348J90.9-2 


Net  asset  value,  end  of  year 


3.01 1.402.010    S         2.901.^26.047 


STATEMENT  OF  INVESTMENT  INCOME  AND  DISTRIBUTION 
FOR  THE  FISCAL  VEARS  ENDED  JUNE  30,  2005  AND  2004 


Investment  Income  (Note  2) 

Security  lending  income 

Security  lending  expense 

Administrative  expenses  (Note  2) 

Income  due  participants,  beginning  of  year 

Income  available  for  distribution 
Distribution  (Note  2) 


39,004.072    $ 

560.697 

(531.967) 

(2,460,957) 

2,611,096 

39,182.941 
37.194,00"' 


Income  due  participants,  end  of  year  $  1.988.934 

The  accompanying  notes  arc  an  integral  part  of  these  financial  statements. 


33,950.029 

356,505 

(264.065) 

(1.65".067) 

2.041.555 

34.42(i.'>57 
31,815.861 

2-611.09(> 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
MONTANA  DOMESTIC  EQUITY  -  NOTES  TO  FINANCIAL  STATEMENTS 

JUNE  30,  2005  AND  2004 

1.  HISTORY  AND  ORGANIZATION 

The  Board  was  created  by  the  Legislature  to  invest  and  manage  Montana's  Unified  Investment  Program.  The  Montana 
Common  Stock  Pool  (MTCP)  was  created  by  the  Board  to  allow  retirement  and  endowment  funds,  per  section  17-6-201, 
MCA,  the  opportunity  to  participate  in  the  equity  market  via  a  diversified  pool.  MTCP  was  created  as  of  July  I,  1980,  by 
the  transfer  of  all  common  stock  owned  by  the  Public  Employees'  Retirement  System,  Teachers'  Retirement  System,  and 
other  funds  into  MTCP. 

In  March  1996,  the  Board  approved  the  Investment  Policv  Statement  to  reflect  the  name  change  from  the  Montana 
Common  Stock  Pool  to  the  Montana  Stock  Pool.  The  Montana  Stock  Pool  is  referred  to  as  "Montcomp"  or  MTCP.  This 
policy  statement  provided  for  the  investment  in  common  or  preferred  stock.  The  Investment  Policv  Statement  has  been 
subsequently  revised  and  approved  to  allow  investment  in  the  following  security  types: 

September  1996  Securities  convertible  into  common  or  preferred  stocks 

June  2000  Equity  derivatives 

January  2004  American  Depositary  Receipts  (ADR's) 

The  Board  authorized  creation  of  the  Montana  Domestic  Equity  Pool  (MDEP)  in  April  2003.  The  pool  combines  the 
domestic  equity  investments  of  the  Montana  Stock  Pool  (MTCP),  Barclays  Global  Investors  (BGI)  and  Dimensional  Fund 
Advisors  (DFA).  Effective  May  1,  2003.  the  Public  Employees',  Municipal  Police  Officers',  Game  Wardens',  Sheriffs', 
Judges',  Highway  Patrol  Officers',  Teachers',  Volunteer  Firefighters"  and  Firefighters'  Unified  retirement  funds 
transferred  all  their  BGI  S&P  500  Equity  Index  Fund  A  and  the  DFA  Small  Cap  Subtrust  investments  totaling  S740 
million,  at  cost,  from  the  All  Other  Funds  portfolio  to  the  new  pool.  The  pension  and  endowment  funds  also  exchanged 
their  investment  in  the  Montana  Stock  Pool  (MTCP)  for  units  in  the  new  Montana  Domestic  Equity  Pool  (MDEP). 

2.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Investments 

MDEP  investments  are  purchased  in  accordance  with  the  statutorily  mandated  "Prudent  Expert  Principle".  The  MDEP 
portfolio  may  include  common  stock,  equity  index,  preferred  stock,  convertible  equity  securities,  American  Depositary 
Receipts  (ADR's)  and  equity  derivatives.  Common  stock  represents  ownership  units  (shares)  of  a  public  corporation. 
Common  stock  owners  are  entitled  to  vote  on  director  selection  and  other  important  matters  as  well  as  receive  dividends 
on  their  holdings.  Equity  index  investments  are  investments  in  selected  mutual  funds  whose  equity  portfolios  match  a 
broad  based  index  or  composite.  Preferred  stock,  as  a  class  of  stock,  pays  dividends  at  a  specified  rate  and  has  preference 
in  the  payment  of  dividends  and  liquidation  of  assets.  Preferred  stock  holders,  ordinarily,  do  not  have  voting  rights. 
Convertible  securities  are  securities  carrying  the  right  to  exchange,  or  "convert"  the  instrument  for  other  securities  of  the 
issuer  or  of  another  issuer.  This  definition  most  often  applies  to  preferred  stocks  or  corporate  bonds  carry  ing  the  right  to 
exchange  for  a  fixed  number  of  shares  of  the  issuer's  common  stock.  ADR's  are  receipts  issued  by  a  IS  depositary  bank 
representing  shares  of  a  foreign  stock  or  bonds  held  abroad  by  the  foreign  sub-custodian  of  the  American  depositary 
bank.  Equity  derivatives  "derive"  their  value  from  other  equity  instruments  such  as  futures  and  options. 

In  June  2000,  the  Board  approved  the  securitization  of  MTCP  cash  by  investing  in  an  equity  derivative,  the  State  Street 
Stock  Performance  Index  Futures  Fund  (SPIFF).  Portfolio  cash  is  swept  daily  into  SPIFF  maintaining  100%  equity 
exposure  through  holdings  of  stock  index  futures. 

As  a  liquidity  option,  the  Board  approved  investment  by  MTCP  in  Board's  Short  Term  Investment  Poo!  (STIP)  in 
October  2004.  STIP,  as  an  external  investment  pool,  commingles  the  moneys  of  more  than  one  legally  separate  entity  and 
invests,  on  the  participants'  behalf,  in  an  investment  portfolio.  STIP  participants  include  both  state  agencies  and  local 
governments.  By  meeting  certain  conditions,  STIP,  as  a  2a7-like  pool,  is  allowed  to  use  amortized  cost  rather  than  fair 
value  to  report  net  assets  to  compute  unit  values. 

The  MDEP,  as  an  Internal  investment  pool,  invested  its  excess  cash,  on  pool  creation,  in  STIP.  In  July  2003.  the  STIP 
account  was  closed  and  a  SPIFF  account  was  opened  to  securitize  MDEP  cash  by  investing  in  an  equity  derivative. 
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In  January  2003.  Ihe  Board  approved  a  slafTrecommendalion  to  hire  Dimensional  Fund  Advisors  (DFA).  as  an  external 
manager,  to  invest  in  domestic  small  market  capitalization  (small  cap)  companies.  Market  capitalization  refers  to  the 
value  ofa  corporation  as  determined  bv  the  market  price  ofits  issued  and  outstanding  common  stock.  DFA's  Small  C  ap 
Subtrust  targets  those  companies  »hose  market  capitalization  comprises  Ihe  smallest  8  percent  of  the  total  market 
universe.  The  total  market  universe  is  deflned  as  the  aggregate  capitalization  of  Ihe  NYSE,  AME\  and  NASDAQ  Tirms. 

Based  on  Board  approval,  staff  made  an  initial  investment  of  SI  0  million  in  the  Barclays  Global  Investors  (BG I )  S&P  400 
Mid  Cap  Equity  Index  fund  in  December  2004.  Investments  in  this  fund  totaled  SIOO  million  on  June  30,  2005. 

As  directed  by  the  Board  to  rebalance  the  MDEP  portfolio,  slaffexchanged  893,504  MTCP  units  at  a  gain  of  5207,282  J46 
forshares  valued  at  S338J56.609  in  the  BGI  IS  Equity  Restructure  Account  in  February  2005.  The  Restructure  Account 
was  closed  and  shares  were  transferred  to  Ihe  BGI  S&P  ,S00  Equity  Index  Account  Fund  A  at  a  loss  of  S2.822,9''4.  This 
rebalancing  transaction  represented  the  transfer  of  over  8.4  million  shares  in  1 14  positions  held  in  MTCP.  Subsequent 
sales  of  MTCP  units  for  SI  60  million  generated  MDEP  realized  gains  of  S97  J  million.  MTCP  sale  proceeds  were  invested 
in  the  BGI  S&P  500  Equity  Index  Account  Fund  A. 

Other  MDEP  rebalancing  actions  in  fiscal  year  2005  included  theSllO  million  sale  of  DFA  Small  Cap  Subtrust  shares. 
These  sales  resulted  In  MDEP  realized  gains  of  S27.2  million. 

Investments  are  presented  in  the  statement  of  Net  Asset  N'alue  at  fair  value.  Equity  investments,  on  valuation  date,  are 
stated  at  the  closing  price  of  the  security's  primary  exchange.  Carrying  value,  parenthetically  disclosed,  represents  the 
equity  security  purchase  price  plus  a  fixed  commission  where  applicable. 

Participant  I  nits 

The  Public  Employees'  Retirement  System  and  the  Teachers'  Retirement  System  transferred  all  slock  owned  into  MTCP 
at  Ihe  start-up  dale  and  were  issued  units  according  to  the  fair  value  of  their  contribution,  retaining  their  original  total 
cost  basis.  The  initial  unit  value  as  of  July  I,  1980,  was  SI.OOO.  I  nit  values  thereafter  and  until  March  31,  2000  were 
calculated  weekly  and  at  the  close  of  the  last  business  day  of  the  month,  based  on  Ihe  fair  \alueof  MIC  P  equity  holdings 
and  other  assets.  Effective  April  1.  2000,  the  unit  values  are  calculated  daily.  Daily  unit  value  calculations  were 
discontinued  as  of  January  I,  2003.  Since  January  2003,  MTC  P  unit  values  arc  calculated  weekly  and  at  Ihe  close  of  Ihe 
last  business  day  of  Ihe  month.  Depending  on  slock  market  conditions  and  Ihe  investment  officer's  decision,  MDEP 
participants  may  then  buy  or  sell  units  on  the  first  calendar  day  of  each  month  based  on  the  month  end  values. 

On  July  1,  1994,  the  initial  unit  value  changed  from  Sl,000  to  SIOO.  This  change  was  required  for  the  Board's  new 
accounting  system.  On  \ugusl  17, 2000,  shareholders,  on  record,  received  one  MIC'P  share  for  each  MKP  share  held  as 
Ihe  result  of  a  2:1  split.  The  unit  value  on  August  31,  2000,  prior  to  Ihe  split,  was  SI,0I4  while  Ihe  unit  value,  after  the 
split,  was  S507. 

On  May  1,  2003,  Ihe  pension  funds  transferred  all  the  Barclays  Global  Investors  (BGI)  S&P  500  Equity  Index  Fund  A 
and  Ihe  Dimensional  Fund  \dvisors  (DF\)  Small  Cap  Subtrust  investments,  at  cost,  to  Ihe  MDEP.  On  the  same  date.  Ihe 
pension  and  endowment  funds  transferred  their  MT(  P  investments,  at  cost,  to  Ihe  MDEP.  The  pension  and  endowment 
funds  were  issued  units  according  to  the  fair  \alue  of  each  participant's  portfolio.  Ihe  initial  MDEP  unit  value  on  May  I. 
2003  was  SIOO.  On  conversion  date,  M  IC  P  participants  exchanged  approximately  5.8  million  MTC  P  units.  >alued  at 
S302  per  unit,  for  24.1  million  MDEP  units,  issued  at  SIOO  per  unit. 

As  re|>orted  in  the  Statement  of  t  hanges  in  Nel  Vssel  \  a lue.  the  value  of  MDEP  units  purchased  and  sold  hv  participants 
in  fiscal  years  2005  and  2004  arc  Ihe  result  of  asset  allocation  decisions  and  pool  participant's  cash  needs.  The  fiscal  year 
2005  (  hange  in  Fair  \  alue  of  Investments  Managed  of  SI22.5  million  reficcls  equity  market  depreciation  of  S(I96.I) 
million,  participant  gain  distribution  nrS(l2.'')  million  and  net  pool  realized  gains  of  S33 1.3  million.  The  fiscal  year  2004 
C  hange  in  Fair  \  alue  of  Investments  Managed  of  S348.4  million  represents  equity  market  appreciation  of  S3 1 4.8  million, 
participant  gain  distribution  or$(6''.0)  million  and  nel  pool  reall/cd  gains  of  SIOO. b  million. 

Broker  Receivable  Payable 

MDFPsccurilv  transactions  are  recorded  as  of  trade  dale  rather  than  settlement  dale.  Because  of  this  generallv  accepted 
practice,  the  MDKP  |M>rt folio  at  June  30  may  include  receivables  from  brokers  for  securities  sold  but  not  delivere<l.  and 
payables  to  brokers  for  securities  purchased  but  not  received. 
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Other 

Investment  income  reported  in  the  Statement  of  Investment  Income  and  Distribution  includes  dividend  accruals,  tax 
reclaim  accruals,  SPIFF  gain/losses  and  miscellaneous  income.  MDEP  dividends  are  recorded  on  the  ex-dividend  date. 

The  MDEP  Income  Available  for  Distribution  is  distributed  as  of  the  first  calendar  day  of  each  month.  Administrative 
expenses  incurred  by  the  Board  are  charged  daily  to  MDEP  based  on  the  Board's  expenses  applicable  to  MDEP.  For 
fiscal  years  2005  and  2004,  these  expenses  include  S  1,3 13,1 97  and  SI, 038,000,  respectively,  for  the  Board  and  the  custodial 
bank  contract  and  SI, 147,760  and  S6I9,067,  respectively,  in  external  manager  fees, 

3.  SECURITIES  LENDING 

L'nderthe  provisions  of  state  statutes,  the  Board  has,  via  a  Securities  Lending  Authorization  Agreement,  authorized  the 
custodial  bank.  State  Street  Bank  and  Trust,  to  lend  the  Board's  securities  to  broker-dealers  and  other  entities  with  a 
simultaneous  agreement  to  return  the  collateral  for  the  same  securities  in  the  future.  During  the  period  the  securities  are 
on  loan,  the  Board  receives  a  fee  and  the  custodial  bank  must  initially  receive  collateral  equal  to  102  percent  of  the  fair 
value  of  the  loaned  securities  and  maintain  collateral  equal  to  not  less  than  100  percent  of  the  fair  value  of  the  loaned 
security.  The  Board  retains  all  rights  and  risks  of  ownership  during  the  loan  period. 

During  fiscal  years  2005  and  2004,  State  Street  loaned,  on  behalf  of  the  Board,  certain  securities  held  by  State  Street,  as 
custodian,  and  received  L'S  dollar  currency  cash,  US  government  securities,  and  irrevocable  bank  letters  of  credit  as 
collateral.  State  Street  does  not  have  the  ability  to  pledge  or  sell  collateral  securities  unless  the  borrower  defaults. 

The  Board  did  not  impose  any  restrictions  during  fiscal  years  2005  and  2004  on  the  amount  of  the  loans  that  State  Street 
made  on  its  behalf.  There  were  no  failures  by  any  borrowers  to  return  loaned  securities  or  pay  distributions  thereon 
during  fiscal  years  2005  and  2004.  Moreover,  there  were  no  losses  during  fiscal  years  2005  and  2004  resulting  from  a 
default  of  the  borrowers  or  State  Street. 

During  fiscal  years  2005  and  2004,  the  Board  and  the  borrowers  maintained  the  right  to  terminate  all  securities  lending 
transactions  on  demand.  The  cash  collateral  received  on  each  loan  was  invested,  together  with  the  cash  collateral  of  other 
qualified  plan  lenders,  in  a  collective  investment  pool,  the  Securities  Lending  Quality  Trust  which  has  a  weighted  average 
maturity  of  35  and  49  days,  respectively,  as  of  June  30, 2005  and  2004.  The  relationship  between  the  average  maturities  of 
the  investment  pool  and  the  Board's  loans  was  affected  by  the  maturities  of  the  loans  made  by  other  plan  entities  that 
invested  cash  collateral  in  the  collective  investment  pool,  which  the  Board  could  not  determine.  At  year-end.  the  Board 
has  no  credit  risk  exposure  to  borrowers  because  the  amounts  the  Board  owes  the  borrowers  exceed  the  amounts  the 
borrowers  owe  the  system. 

As  of  June  30,  2005,  the  carrying  and  fair  values  of  the  underlying  securities  on  loan  of  the  MTCP  for  the  MDEP  were 
$28,062,757  and  528,402.082  respectively.  The  collateral  provided  for  the  securities  on  loan  totaled  S28.995.03l  in  cash. 

As  of  June  30.  2004,  the  carrying  and  fair  values  of  the  underlying  securities  on  loan  of  the  MTCP  for  the  MDEP  were 
$18,798,876  and  $20,254,272  respectively.  The  collateral  provided  for  the  securities  on  loan  totaled  S20,641.660  in  cash. 

4.  INVESTMENT  RISK  DISCLOSURES 

Effective  June  30,  2005.  the  Board  implemented  the  provisions  of  Governmental  Accounting  Standards  Board  (GASB) 
Statement  No.  40  -  Deposit  and  Investment  Risk  Disclosures.  The  investment  risk  disclosures  are  described  in  the 
following  paragraphs. 

Custodial  Credit  Risk 

Custodial  credit  risk  for  investments  is  the  risk  that,  in  the  event  of  the  failure  of  the  counterparty  to  a  transaction,  a 
government  will  not  be  able  to  recover  the  value  of  the  investment  or  collateral  securities  that  are  in  the  possession  of  an 
outside  party.  As  of  June  30,  2005  and  2004,  all  the  MDEP  securities  were  registered  in  the  nominee  name  for  the 
Montana  Board  of  Investments  and  held  in  the  possession  of  the  Board's  custodial  bank.  State  Street  Bank.  The  BGI 
S&P500  Equity  Index  Fund  A,  S&P400  MidCap  Equity  Index  Fund  and  the  DFA  Small  Cap  Subtrust  are  registered  in 
the  name  of  the  Montana  Board  of  Investments. 

Concentration  of  Credit  Risk 

Concentration  of  credit  risk  is  the  risk  of  loss  attributed  to  the  magnitude  of  a  government's  investment  in  a  single  issuer. 
Investments  in  pooled  investments,  such  as  the  BGI  Equity  Index  and  DFA  Small  Cap  Subtrust  investments,  are  excluded 
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from  (his  requirement.  As  of  June  30,  2005  and  2004,  there  were  no  single  issuer  investments  that  exceeded  5%  of  the 
MDKP  portfoho. 

The  MDEP  investments  are  disclosed  by  investment  type  in  the  following  table  and  in  NoteS  Year  End  Portfolio  for  2005. 


Senirin  Investment  Type 

Montana  Stock  Pool  (MIXT^ 

Bt  J  S&P  500  Fxiiiit>  Index  Kimd  A 

DFASfiHlKaiiSditnEt 

BQ  S&P  400  M(X  ap  Equt>  Index  Fund 

Swrt  Term  ImesttTHit  Pool  (SIlP) 

Sock  Perfomnnce  Indev  Futures  Fund  (SPIFT) 

Total  Imcstmcnt 


2005 


Cart>ing 

Fair 

Amount 

\alue 

IJ64357.I8I   S 

1.501.726J!62 

1,039.695.685 

1.132,427.186 

177082,131 

2433)8328 

loaooaooo 

106.616,769 

0 

0 

27J67,58I 

27J35J86 

2WM 


2.609,202.578  S      3.011,913.931 


(arrxins 

Fair 

Amoinl 

\alue 

I.635J60.778  S 

l,'M1.94ai58 

541,162,050 

596J05,I24 

26a000.000 

323,IOU86 

0 

0 

0 

0 

39.637,874 

4O,4O5J0O 

2.479.064702  S 

2.90i2W368 

^tecurities  Lendmg Collateral  Inxestment  Pool 


5. 


OWENS-CORMNG  COMPLAINT 


2&995.03I   S 


28.995.031 


24641.660  $ 


24641.660 


On  Ocloher  1 1.  2002.  the  Board  recci\cd  a  summons  and  romplaini  regarding  the  bankruptcy  ofOwcns-Corning.  The 
companx  seeks  a  determination  Ihal  the  dixidcnd  payments  paid  from  October  1996  through  July  2000  represent 
"fraudulent  transfers  under  Chapter  1 1  Bankruptcy  provisions  and  applicable  state  la»,  and  are,  therefore,  voidable". 
The  complaint  states  the  Montana  Board  of  Investments  was  the  "recipient  of  dividends  in  the  amount  of  5357,099  for  the 
relevant  period".  The  Board  has  prepared  a  response  to  the  complaint. 


6. 


BLOOMBERG  PORTFOLIO  ORDER  MANAGEMENT  SYSTEM  (POMS) 


In  July  2005,  the  Board  agreed  to  lease  a  Portfolio  Order  Management  System  (POMS)  from  Bloomberg  Financial 
Serxices.  I  his  electronic  securities  trading  system  reduces  trading  time  and  paperwork,  increases  trading  and  accounting 
accuracy,  and  provides  certain  controls  not  previously  available.  The  Board  has  been  using  the  basic  Bloomberg 
Financial  Network  Serxices  for  many  years  and  already  leased  the  hardware  required  to  implement  the  trading  system. 

The  trading  system  will  serve  the  Board's  internally  managed  portfolios  and  will  be  phased  in  as  training  is  completed. 
Electronic  trading  began  with  the  internally-managed  componcnl  of  the  Montana  Domestic  Equity  Pool  in  August  2005. 
Electronic  trading  for  the  Short  Term  Investment  Pool  will  be  next  followed  by  the  other  fixed  income  portfolios  managed 
bx  Board  Staff. 


7. 


CLASS  ACTION  LITIGATION 


In  \pril  2005.  the  Board  signed  a  contract  with  ihc  law  firm  Barrack.  Rodos  &  liacine  to  ensure  Ihal  Ihe  Board 
participates  in  all  class  action  litigation  to  which  it  is  entitled  to  participate.  Historically.  Ihe  Board,  by  agreement  with  its 
custodial  bank.  State  Street  Bank,  has  relied  on  Stale  Street  stafflo  complete  and  file  class  action  claims  on  the  Board's 
behalf. 

\N  hile  Slate  Street  Bank  will  continue  to  complete  these  duties,  the  law  Tirm  will  monitor  transactions  Ihal  max  cnlille  Ihe 
Board  to  l>c  a  party  in  any  class  action  litigaticm.  I  he  law  firm  will  access  Board  portfolios  and  securities  Iransartions  on 
Ihe  Slate  Street  accounting  system  using  Ihc  INSKillF  down  load  function.  Ihe  law  firm  will  then  request  written 
documentation  from  Ihc  Bank  proving  the  claims  have  l>ecn  filed. 

Class  action  liligalion  results  from  fraudulent  activity  damaging  the  Board's  inxestmenls.  While  the  Board  has  never 
pursued  becoming  a  lead  plaintiff  in  class  action  litigation,  Ihe  law  firm  contract  permits  the  Board  to  become  a  lead  or 
co-lead  plaintiff  in  these  instances.  I  nder  certain  cirrunisiances  ihe  Board's  fiduciary  rrsponsibiliiy  may  require  il  lo  acl 
as  a  lead  or  co-lead  plaintiff  lo  recover  funils  lost  ici  fraud  or  olhcr  (|uesii<>nablc  aclivilx. 
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8. 


YEAREND  PORTFOLIO 


The  June  30.  2005  MDEP  portfolio  is  listed  below.  The  security  t>pe  percentage  is  based  on  the  fair  value  ratio  of  the 
specific  security  investment  type  to  the  total  portfolio. 

Security  Name 


GENERAL  ELECTRIC  CO 

EXXON  MOBIL  CORP 

CITIGROUP  INC 

JOHNSON  +  JOHNSON 

MICROSOFT  CORP 

PFIZER  INC 

BANK  AMERICA  CORP 

INTEL  CORP 

CHEVRON  CORP 

WAL  MART  STORES  INC 

J  P  MORGAN  CHASE  +  CO 

AMERICAN  INTERNATIONAL  GROUP  INC 

WELLS  FARGO  +  CO 

ALTRIA  GROUP  INC 

ABBOTT  LABS 

CISCO  SYSTEMS  INC 

INTERNATIONAL  BUSINESS  MACHINES 

UNITED  TECHNOLOGIES  CORP 

TYCO  INTERNATIONAL  LTD 

AMGEN  INC 

PEPSICO  INC 

CONOCOPHILLIPS 

BANK  NEW  YORK  INC 

MORGAN  STANLEY 

MERRILL  LYNCH  +  CO  INC 

TEXAS  INSTRUMENTS  INC 

DELL  INC 

UNITED  PARCEL  SERVICE  INC 

3MC0 

LILLY  ELI  +  CO 

MEDTRONIC  INC 

TARGET  CORP 

GOLDMAN  SACHS  GROUP  INC 

ORACLE  CORP 

SCHLUMBERGER  LTD 

DISNEY  WALT  CO 

FEDERAL  NATIONAL  MORTGAGE  ASSN 

WYETH 

PROCTER  +  GAMBLE  CO 

ALLTEL  CORP 

OUALCOMM  INC 

UNITEDHEALTH  GROUP  INC 

HEWLETT  PACKARD  CO 

MELLON  FINANCIAL  CORP 

DU  PONT  E  I  DE  NEMOURS  +  CO 

COMCAST  CORP 

FEDERAL  HOME  LOAN  MTG  CORP 

DOWCHEMCO 

HALLIBURTON  CO 

TIME  WARNER  INC 

GILLETTE  CO 


Shares 

CarrvinsNalue 

2.138.200 

46.061.381 

1. 136.612 

31.681.611 

1.063.366 

18,155,198 

667.300 

12,553,948 

1.680.000 

59,471,835 

1.475.960 

57,161,613 

809.100 

32.104,371 

1.281.500 

10.691.206 

594.500 

21,474.653 

626,000 

31.211.664 

827.000 

28.915,619 

490.000 

25.230,450 

442.400 

7.571.043 

398.400 

16.760.490 

460.000 

4.018.014 

1.100.000 

15,899,136 

278,000 

12,611,647 

400,000 

6,773,503 

697.000 

13,585,473 

331,300 

17,614,753 

357.000 

17,242,558 

329,760 

11,655.067 

639.000 

23.681.520 

346.000 

17.533.214 

323.700 

18.415.304 

603.500 

23.524.853 

412.000 

15,044,915 

229,100 

15,097,673 

215,000 

13,373,753 

279,000 

16,557,074 

300,000 

13,882.683 

283,000 

11.597,309 

149.400 

13.226.928 

1.132.500 

16.192.081 

194.100 

11,107.641 

580,600 

17.068.193 

250,000 

15.869.549 

326.200 

18.356,447 

265.600 

11.133.515 

220.000 

13.396,679 

415,000 

13.915.262 

249,000 

7.900.074 

548.200 

11.165.362 

445,200 

18,697,097 

278.900 

10.860,531 

388,000 

10,358,359 

182,600 

9,802,220 

257,300 

12.213.022 

233,900 

6.633.990 

649,100 

20.422.348 

209,000 

10,659,328 

Fair  Value 

% 

74,088,630 

2.46% 

65,321,092 

2.17% 

49.159,410 

1.63% 

43.374.500 

1.44% 

41.731.200 

1 .39% 

40.706.977 

1.35% 

36.903.051 

1.23% 

33.395.890 

1.11% 

33.244.440 

1.10% 

30.173.200 

1.00% 

29.209.640 

0.97% 

28.469.000 

0.95% 

27,242.992 

0.90% 

25,760.544 

0.86°o 

22,544,600 

0.75% 

21,021.000 

0.70% 

20.627.600 

0.68% 

20.540.000 

0.68% 

20,352.400 

0.68% 

20.030,398 

0.67% 

19,253,010 

0.64°/o 

18,957.902 

0.63% 

18,390.420 

0.61% 

18.154.620 

0.60''o 

17.806.737 

0.59°o 

16,940,245 

0.56% 

16,278,120 

0.54% 

15,844.556 

0.53% 

15.544.500 

0.52% 

15,543.090 

0.52% 

15,537,000 

0.52% 

15,398,030 

0.51% 

15,241.788 

0.51% 

14,949.000 

0.50% 

14,739,954 

0.49''o 

14,619.508 

0.49''.o 

14,600.000 

0.48% 

14.515.900 

0.48<^o 

14.010.400 

0.47°o 

13.701.600 

0.45% 

13,699,150 

0.45% 

12,982.860 

0.43% 

12.888.182 

0.43% 

12.772.788 

0.42°o 

11.995.489 

0.40% 

11,911.600 

0.40"'o 

11,910.998 

0.40% 

11,457.569 

0.38% 

11.185.098 

0.37% 

10.846.461 

0.36% 

10.581.670 

0.35°b 
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Security  Nurne 

BIOMET  INC 

APPLE  COMPU  TER 

BEST  BUY  CO  INC 

EMC  CORP 

MOTOROLA  INC 

TEVA  PHARMACEUTICAL  INDS  LTD 

TJX  COS  INC 

APACHE  CORP 

HOME  DEPOT  INC 

TRANSOCEAN  INC 

HONEYWELL  INTERNATIONAL  INC 

SYSCO  CORP 

SYMANTEC  CORP 

VERIZON  COMMUNICATIONS 

EBAY  INC 

WACHOVIA  CORP 

AVON  PRODUCTS  INC 

SIEBEL  SYSTEMS  INC 

FIRST  DATA  CORP 

AIR  PRODUCTS  +  CHEMICALS  INC 

CINTAS  CORP 

STRYKERCORP 

YAHOO  INC 

ACCENTURE  LTD 

OMNICOM  GROUP 

VIACOM  INC 

CAREMARK  RX  INC 

GUIDANTCORP 

BOSTON  SCIENTIFIC  CORP 

ZIMMER  HOLDINGS  INC 

EMERSON  ELECTRIC  CO 

FISHER  SCIENTIFIC  INTL  INC 

MBNA  CORP 

WALGREEN  CO 

US  BANCORP 

BED  BATH  ♦  BEYOND  INC 

ANADARKO  PETE  CORP 

GENENTECH  INC 

AMERICAN  EXPRESS  CO 

COLGATE  PALMOLIVE  CO 

NEWS  CORP 

PAYCHEX  INC 

LEXMARK  INTERNATIONAL  INC 

FORTUNE  BRANDS  INC 

MCCORMICK  ♦  CO  INC 

CITRIXSYSINC 

WASHINGTON  MUTUAL  INC 

COCA  COLA  CO 

FLEXTRONICS  II^TERNATIONAL  LTD 

BRISTOL  MYERS  SQUIBB  CO 

APPLIED  MATERIALS  INC 

VISHAY  INTERTECHNOLOGY  IW 

XILINX  INC 

SAP  AKTIENGESELLSCHAFT 

ADOBE  SYSTEMS  INC 


Sh£r» 

<«rnin£\alut 

K»ir  \  iluc 

% 

300.000 

12.776.010 

10.392.000 

0.35% 

280.000 

10.483.363 

10.306.800 

0.34% 

150.000 

5.418.984 

10.282.500 

0.34% 

700.000 

11.517.372 

9.597.000 

0.32% 

522,900 

8.250.696 

9.548.154 

0.32% 

300.000 

8.504.312 

9.342.000 

0.31% 

378.900 

8.841.371 

9.226.215 

0.31% 

140.000 

8.203.124 

9.044.000 

0.30«4 

230,000 

8.328.193 

8.947.000 

0.30«/i> 

160,000 

7.573.873 

8.635.200 

0.29% 

230.000 

7.303.670 

8.424.900 

0.28% 

231.100 

7.662.563 

8.363.509 

0.28% 

383.000 

9.696.839 

8.326.420 

0.28»i> 

240.000 

7.089.277 

8.292.000 

0.28% 

250.000 

9.956.929 

8.252.500 

0.27% 

166.000 

6.065.806 

8.233.600 

0.27% 

216.000 

8.712.723 

8.175.600 

0.27% 

850.000 

7.882.405 

7.565.000 

0.25% 

187.600 

6.801.873 

7.530.264 

0.25% 

124.500 

6.136.682 

7.507.350 

0.25% 

190.000 

7.744.240 

7.334.000 

0.24% 

154.000 

7.174.324 

7.324.240 

0.24% 

207.500 

6.276.730 

7.189.875 

0.24% 

316.000 

8.151.976 

7.163.720 

0.24% 

89.600 

5.934.114 

7.155.456 

0.24% 

218.000 

8.739.655 

6.980.360 

0.23% 

152.000 

4.975.027 

6.767.040 

0.22% 

100.000 

6.345.140 

6.730.000 

0.22% 

249.000 

7.697.497 

6.723.000 

0.22% 

85.000 

6.086.391 

6,474.450 

0.21% 

100.000 

3.587.647 

6.263.0OO 

0.21% 

93.100 

5.308.213 

6.042.190 

0.20«. 

230.000 

4.296.939 

6.016.800 

0.20°i, 

130.000 

3.863.561 

5.978.700 

0.20»o 

202.000 

5.714.725 

5.898.400 

0.20»-o 

140,000 

5.419.756 

5.849.200 

0.19-O 

70.000 

5.272.113 

5.750.500 

0.19% 

70.000 

5.599.601 

5.619.600 

0.19% 

100.000 

1.643.961 

5.323.000 

0.18% 

100,000 

4.992.010 

4.991.000 

0.17% 

302,900 

5.165.395 

4.900.922 

0.16% 

150,000 

5.311.486 

4.881.000 

0  16% 

74.500 

4.563.825 

4.829.835 

0.16% 

53.900 

2.339.925 

4.786.320 

0  16% 

135.000 

4.737.133 

4.411.800 

0.15% 

200.000 

4.496.100 

4.332,000 

0.14% 

103.700 

4.342.012 

4,219,553 

0.14% 

100.000 

5.122.197 

4,175.000 

0  14% 

310.000 

4.918.866 

4.095.100 

0.14% 

158,000 

6.482.036 

3.946.840 

0.13% 

238,000 

3.569.392 

3.850.840 

0.13% 

310.000 

5.130.115 

3.679.700 

0.12% 

140.000 

4.407.456 

3.570,000 

0.12% 

80.000 

2.993.312 

3,464,000 

0.12% 

100.000 

.1.116.090 

2,862.000 

0.10% 
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Security  Name 


Shares         Carrying  Value 


Fair  Value 


MONTANA  STOCK  POOL  TOTAL 

39,680,498 

1,264,857,181 

1,501,726,262 

49.86% 

BGI  S&P  500  EQUITY  INDEX  FUND  A 
BOl  CASH 

3.488.920 

1 

1.039.695.684 

1 

1.132.427.185 
1 

37.60% 
0.00% 

BGI  EQUITY  INDE,\  FUND 

3,488,921 

1,039,695,685 

1,132,427,186 

37.60% 

DIMENSIONAL  FUND  ADVISORS  INC 

263.374 

177.282.131 

243.808.328 

8.09% 

DFA  SMALL  CAP  SUBTRUST 

263,374 

177.282,131 

243,808,328 

8.09% 

BGI  S&P  400  MIDCAP  EQUITY  INDE.X  FUND 

6.289.916 

100.000.000 

106.616.769 

3.54% 

BGI  S&P  400  MIDCAP  EQUITV  INDEX  FUND 

6,289,916 

100,000,000 

106,616,769 

3.54% 

STATE  STREET  SPIFF 
STATE  STREET  SPIFF 

127.710 
48.077 

19.849.144 
7.518.437 

19.859.236 
7.476.150 

0.66% 
0.25''o 

TOTAL  EQUITY  FUTURES 

175,787 

27367,581 

27,335,386 

0.91% 

MDEP TOTAL 

49.898.-t% 

2.609.202,578 

3.011J>13J31 

mM% 
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LEGISLATIVE  AUDIT  DIVISION 

Scott  A.  Seacat,  Legislative  Auditor  /w[^  ^^^  Deputy  Legislative  Auditors: 

John  W.  Northey,  Legal  Counsel  f-SmSSS^^H  ■''"^  Pellegrini,  Performance  Audit 

Tori  Hunthausen,  IS  Audit  &  Operations 
James  Gillett,  Financial-Compliance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Net  Asset  Value  for  the  state  of  Montana  Board  of 
Investments.  Montana  International  Equity  Pool,  as  of  June  30,  2005,  and  2004,  and  the  related 
Statement  of  Changes  in  Net  Asset  Value  and  Statement  of  Investment  Income  and  Distribution  for  the 
fiscal  years  then  ended.  These  financial  statements  are  the  responsibility  of  the  Board  of  In\estments' 
management.  Our  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our 
audit. 

We  conducted  our  audit  in  accordance  with  auditing  standards  generally  accepted  in  the  United  States 
of  America.  Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance 
about  whether  the  financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining, 
on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  fmancial  statements.  An  audit 
also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  statement  presentation.  We  believe  that  our  audit  provides  a 
reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects,  the  net 
asset  value  of  the  state  of  Montana  Board  of  Investments,  Montana  International  Equity  Pool,  as  of 
June  30,  2005,  and  2004,  and  its  changes  in  net  asset  value  and  investment  income  and  distribution  for 
the  fiscal  years  then  ended  in  conformity  with  accounting  principles  generally  accepted  in  the  United 
States  of  Amenca. 


Respectfully  submitted. 


James  Gillett.  CPA 
Deputy  Legislative  Auditor 


November  2,  2005 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
MONTANA  INTERNATIONAL  EQUITY  POOL  FINANCIAL  STATEMENTS 

STATEMENT  OF  NET  ASSET  VALUE  JUNE  30,  2005  AND  2004 

2005 


Assets 


Cash  at  fair  value  (carrying  value  of  $1,996,217  in  2005  and  $1,803,332 

in  2004)  (Notes  2,  4  and  7) 

Security'  lending  cash  collateral  (Notes  3  and  4) 

Broker  receivable  for  securities  sold  but  not  settled  (Note  2) 

Dividend  and  interest  receivable 

Investments  managed  at  fair  value  (carrying  value  of  $840,131,984  in 

2005  and  $786,482,403  in  2004)  (Notes  2  and  4) 

Total  assets 

Liabilities 

Income  due  participants 

Broker  payable  for  securities  purchased  but  not  settled  (Note  2) 

Security  lending  obligations  (Note  3) 

Security  lending  expense  payable 

Unrealized  foreign  exchange  market  gain  (loss)  (Note  7) 

Administrative  fee  payable 

Total  liabilities 

Net  asset  value 


Units  Outstanding  (Note  2) 
Unit  Value  (Note  2) 


STATEMENT  OF  CHANGES  IN  NET  ASSET  VALUE 
FOR  THE  FISCAL  YEARS  ENDED  JUNE  30,  2005  AND  2004 


Net  asset  value,  beginning  of  year 

Value  of  units  purchased  by  participants  (Note  2) 

Value  of  units  sold  by  participants 

Changes  in  current  value  of  investments  managed 


857,914,811 

25,000,000 

0 

113,541,952 


Net  asset  value,  end  of  year 


STATEMENT  OF  INVESTMENT  INCOME  AND  DISTRIBUTION 
FOR  THE  FISCAL  YEARS  ENDED  JUNE  30,  2005  AND  2004 


Investment  income  (Note  2) 

Security  lending  income 

Security  lending  expense 

Administrative  expenses  (Note  2) 

Income  due  participants,  beginning  of  year 

Income  available  for  distribution 
Distribution  (Note  2) 

Income  due  participants,  end  of  year 


11,001,773 

1,317.472 

(1,106,889) 

(2.641,330) 

926.817 

9,497.843 
8.037.966 

1.459.877 


2004 


1.968,498           S 

;                 1,79U99 

34,537,173 

43,804312 

735.494 

6,267,489 

1,419,646 

1,057,520 

993.518.620 

853,937,359 

1,032,179,431           S 

;           906.858,079 

1.459.877           S 

;                  926,817 

837.394 

3.743.798 

34.537.173 

43,804,312 

113.089 

37,056 

(1,670,430) 

17.403 

445^65 

413.882 

35,722,668 

48.943.268 

996,456.763           $ 

857.914,811 

8,192,033 

7.966.121 

121.64           $ 

107.70 

446.667.840 

253.000.000 

0 

158.246.971 

S-''?-^  14.8  II 


9.158,659 

716,276 

(447J43) 

(2,280.171) 

771.639 

7.919.060 
6.992.243 


926.817 


The  accompanying  notes  are  an  integral  part  of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  IN\  ESTMENTS 
MONTANA  INTERNATIONAL  EQl  ITN  POOL 

NOTES  TO  FINANCIAL  STATEMENTS 
JINE  30,  2005  and  2004 

1.  HISTORY  AND  ORGANIZATION 

The  Board  was  created  by  the  Legislature  to  invest  and  manage  Montana's  Unified  Investment  Program.  The 
Montana  International  Equity  Pool  (MTIP)  was  created  b\  the  Board  to  allow  qualifying  funds,  per  section  l''-6- 
201.  MCA,  the  opportunity  to  participate  in  the  international  equity  market  \ia  a  dixersified  pool.  MTIP, 
approved  by  the  Board  in  June  1996,  consists  of  one  pool  investing  in  one  or  more  separate  funds.  On 
January  3,  199'',  the  MTIP  was  funded  by  the  Public  Employees",  Municipal  Police  OfTicers".  Game  \N  ardens'. 
Sheriffs'.  Judges',  Highwa>  Patrol  Officers',  Teachers',  Volunteer  Firefighters'  and  Firefighters'  I  nifled 
retirement  funds.  Currently,  the  MTIP  has  investments  with  five  externally  managed  funds,  Pyrford 
International.  Schroder  Investment  Management  N  A.  Nomura  .Asset  Management  L.S.A.  Inc.,  Barclays  Global 
Investors  and  Dimensional  Fund  Advisors,  Inc.  (DFA). 

On  Jul>  1,  2003,  the  Board  funded  MTIP  with  a  S35  million  purchase  in  the  State  Street  Stock  Performance  Index 
Futures  Fund  (SPIFF).  SPIFF  shares  were  subsequently  sold  to  fund  $25  million  to  the  BGI  MSCI  Europe  Index 
Fund  on  July  3,  2003. 

In  August  2003,  the  Board  invested  $15  million  in  the  BCi  All  Country  PaciTic  Index  Strategy  Fund. 

On  October  30,  2003,  the  Board  retained  Schroder  Investment  Management  NA,  hired  Nomura  Asset 
Management  I  .S.A.  Inc.  and  terminated  SC,  'S  amaichi  Vssct  Management,  Co.  as  active  managers  for  the  Board's 
Paciric  Basin  equity  mandate.  Schroder  Investment  Management  NA  was  originally  selected  by  the  Board  in 
October  1996. 

SG  N  amaichi  Asset  Management,  Co.  ceased  equity  trading  in  the  Pacific  Basin  on  October3I,  2003.  The  MTIP 
investment  in  SG  V  amaichi  Asset  Management,  Co.  of  S105  million  was  transferred  to  Nomura  Asset 
Management  I  .S.A.  Inc.  I  pon  transition,  Nomura  Asset  Management  l.S.A,  Inc.  began  equity  trading  in  the 
Pacific  Basin  on  December  I.  2003. 

In  fiscal  year  2004.  the  Board  funded  $15  million  to  BOI  Internal  International.  $170  million  (o  the  Barclays 
Global  Investors  (BGI)  MSCI  Europe  Index  Fund,  $40  million  to  the  BGI  .All  Country  Pacific  Index  Strategy 
Fund  and  $28  million  to  the  State  Street  SPIFF  account. 

The  internally  managed  fund.  BOI  Internal  International,  was  closed  in  January  2004  and  its  assets  sold  and 
restructured  b>  Barclays  (;iobal  Investors  for  an  investment  of  SI90.4  million  in  the  BGI  MSCI  Europe  Index 
Fund.  The  sale  and  restructure  of  the  BOI  Internal  International  fund  generated  a  gain  of  $25.7  million. 

On  October  21.  2004.  the  Board  authorized  the  investment  in  the  Dimensional  Fund  Advisors.  Inc.  (DFA) 
International  Small  (  ompan>  Portfolio.  In  fiscal  >ear  2005.  the  Board  funded  $''5  million  to  DFA  International 
Small  (  ompan>  Portfolio,  $29.5  million  to  the  Barcla>s  Global  Investors  (BGI)  MSC  I  Europe  Index  Fund  and 
withdrew  $29.5  million  from  the  Stale  Street  SPIFF  account.  In  February  and  June  2005,  the  Board  requested 
the  sale  of  $10  million  and  $15  million  rcspecti\el>  of  BCil  MSCI  Europe  Index  Fund  resulting  in  a  combined  gain 
of  $4.1  million.  In  March  2005,  the  Board  sold  $25  million  in  units  held  b\  Schrodcrs  Investment  Management 
NA  and  recorded  a  gain  of  $5.6  million. 

Schroder  Investment  Management  NA,  Nomura  Asset  Management  l.S.A.  Inc.  from  December  2003,  SG 
N  amaichi  Vsset  Management  (  o.  through  October  2003.  and  the  B(.l  Ml  (  ountry  Pacific  Index  Strategy  Fund 
arc  authorized  to  invest  in  12  Pacific  Basin  countries.  These  countries  are  listed  as  follows: 

Pacific  Basin  Countries 

Malavsia  Singapore 

New  /.raland  Taiwan 

Philippines  Thailand 
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Australia 

Indonesia 

China 

Japan 

Hong  kong 

Korea 

As  approved  by  the  Board,  the  BOI  Internal  International  fund,  Pyrford  International  and  the  BGI  MSCI  Europe 
Index  Fund  may  invest  in  16  European  countries.  These  countries  are  listed  as  follows: 

European  Countries 


Austria 

France 

Belgium 

Germany 

Denmark 

G  reece 

Finland 

Ireland 

Italy 

Spain 

Netherlands 

Sweden 

Norway 

Switzerland 

Portugal 

United  Kingdom 

The  DFA  International  Small  Company  Portfolio  invests  in  the  European  countries  detailed  above  and  the 
Pacific  Basin  countries  of  Australia,  Hong  Kong,  Japan,  New  Zealand  and  Singapore. 

In  March  2003,  the  Board  voted  to  liquidate  all  BOI  Internal  International  holdings  in  France.  On  October  30, 
2003,  the  Board  voted  to  add  France  to  the  list  of  approved  countries  for  the  BOI  Internal  International  portfolio. 

In  December  2003,  the  Board  voted  to  retain  Pyrford  International,  as  an  external  investment  manager  for 
Europe.   Pyrford  International  was  originally  selected  by  the  Board  in  August  1998. 

2.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Investments 

MTIP  investments  are  purchased  in  accordance  with  the  statutorily  mandated  "Prudent  Expert  Principle".  The 
MTIP  portfolio  includes  equity  investments  in  six  funds  -  BOI  internal  International  through  January  2004, 
Pyrford  International,  Schroder  Investment  Management  NA,  Nomura  Asset  Management  U.S.A.  Inc.  from 
December  2003,  SG  ^  amaichi  Asset  Management  Co.  through  October  2003,  the  BGI  MSCI  Europe  Index  Fund, 
the  BGI  All  Country  Pacific  Index  Strategy  Fund  and  DFA  International  Small  Company  Portfolio.  The  six  funds 
may  invest  in  securities  of  foreign-based  corporations  listed  on  legal  and  recognized  foreign  exchanges  as  well  as 
domestic  exchanges.  Security  types  may  include  ordinary  common  shares,  preferred  shares,  convertible  securities, 
American  Depositary  Receipts  (ADR's),  Global  Depositary  Receipts  (GDR's),  and  other  global  securities,  as 
appropriate. 

Common  stock  represents  ownership  units  (shares)  of  a  public  corporation.  Common  stock  owners  are  entitled  to 
vote  on  director  selection  and  other  important  matters  as  well  as  receive  dividends  on  their  holdings.  Preferred 
stock  pays  a  stipulated  dividend  and  has  a  claim  prior  to  that  of  common  stock  upon  the  earnings  of  a 
corporation.  Convertible  securities  are  securities  carrying  the  right  to  exchange,  or  "convert"  the  instrument  for 
other  securities  of  the  issuer  or  of  another  issuer.  ADR's  are  receipts  issued  by  a  US  depositary  bank  representing 
shares  of  a  foreign  stock  or  bonds  held  abroad  by  the  foreign  sub-custodian  of  the  American  depositary  bank. 
GDR's  are  receipts  issued  by  non-US  bank  depositaries,  which  represent  shares  of  a  foreign  stock  or  bonds. 

Broker  Receivable/Payable 

MTIP  security  transactions  are  recorded  as  of  the  trade  date  rather  than  settlement  date.  Because  of  this 
generally  accepted  practice,  the  MTIP  portfolio  at  June  30  may  include  receivables  from  brokers  for  securities 
sold,  but  not  delivered,  and  payables  to  brokers  for  securities  purchased,  but  not  received. 

Valuation  and  Foreign  Currency 

Investments  are  presented  in  the  statement  of  Net  Asset  \  atue  at  current  US  dollar  value.  The  MTIP's  fair  value 
is  derived  from  the  Net  Asset  N'alue  per  Share,  as  separately  calculated,  for  four  funds  -  BOI  Internal 
International  through  January  2004,  Pyrford  international,  Schroder  Investment  Management  NA,  Nomura 
Asset  Management  U.S.A.  Inc.  from  December  2003,  and  SG  Vamaichi  Asset  Management  Co.  through  October 
2003.  Each  fund's  Net  Asset  Value  per  Share  represents  the  per  unit  ownership  of  the  fund's  Net  Assets.  The  Net 
Assets  are  the  excess  of  the  valued  securities,  cash,  receivables  and  other  assets  over  the  fund's  liabilities.  Each 
fund's  Net  Assets  are  reported  at  current  liS  dollar  value  after  conversion,  by  the  custodial  bank.  State  Street 
Bank  and  Trust,  from  the  foreign  currency  amounts.  The  MTIP's  fair  value  also  includes  the  per  share  fair  value 
of  the  BGI  MSCI  Europe  Index  Fund,  the  BGI  All  Country  Pacific  Index  Strategy  Fund,  DFA  International  Small 
Company  Portfolio  and  the  State  Street  Bank  SPIFF  account. 
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Slate  Street  Bank,  as  custodian,  U  responsible  for  reporting  the  foreign  currency  transactions  in  both  the  local  and 
base  or  functional  (IS  dollar)  currenc\.  The  four  funds'  cash,  recei\ables,  fair  value  of  investment  securities, 
other  assets  and  liabilities  are  translated  into  IS  dollars  at  the  Interactive  Data  Control  (IDC)  1 1:00  a.m.  Eastern 
Standard  Time  (EST)  exchange  rate  as  of  the  balance  sheet  date.  Purchases  and  sales  of  investment  securities, 
income  and  expenses  are  converted  into  IS  dollars  using  the  Reuters  noon  ESI  exchange  rate  on  the  transaction 
date. 

Currencv  exposures  may  be  hedged,  partially  or  fully,  at  the  discretion  of  the  manager  to  preserve  the  IS  dollar 
value  of  investments  made.  C  urrency  speculation,  such  as  over-hedging,  reverse  hedging  or  other  trading  activity 
not  specifically  aimed  at  preserving  the  IS  dollar  value  of  investments,  is  not  authorized. 

Fair  values  for  the  funds  holding  the  publicly  traded  securities  are  determined  by  reference  to  market  prices 
supplied  to  the  Board  b>  the  Board's  custodial  bank.  State  Street  Bank,  their  primary  pricing  service,  IDC, 
Barclays  Global  Investors  and  Dimensional  Fund  Advisors.  Equity  investments,  traded  on  a  national  security 
exchange,  are  staled  at  the  last  reported  sales  price  on  valuation  day,  while  equity  securities  traded  in  the  over- 
the-counter  market  are  stated  at  the  last  quoted  bid  price. 

Participant  t  nits 

The  Public  Employees',  Municipal  PoliceOfncers',Game\Vardens",  Sheriffs',  Judges',  Highv»ay  Patrol  Officers', 
Teachers',  Nolunteer  Firefighters'  and  Firefighters'  I  nified  retirement  funds  sold  units  in  the  Short  Term 
Investment  Pool  at  the  start  up  date  and  »ere  issued  units  in  MTIP  at  an  initial  unit  value  of  SIOO.  I  nit  values 
thereafter  are  calculated  Heeklv  and  once  a  month  at  the  close  of  the  last  business  dav  of  the  month,  based  upon 
the  fair  value  of  the  MTIP  equilv  holdings,  other  assets  and  liabilities.  Based  on  the  investment  officers'  decision, 
participants  may  then  buy  or  sell  units  on  the  first  business  day  of  each  month.  All  participant  buys  or  sells  occur 
after  distribution  of  accumulated  income. 

Investment  Income  and  Distribution 

Investment  Income  represents  the  monthly  income  distributions  to  the  MTIP  from  the  investment  manager  funds. 
The  funds'  income  distributions  include  dividends  accrued  as  of  the  ex-dividend  date,  interest,  tax  refunds  and 
securities  lending  Income,  and  related  Income  currencv  gains/losses.  Income  currencv  gains/losses  result  from  the 
difference  between  the  amount  of  dividend,  interest  and  foreign  withholding  taxes  accrued  for  the  fund  in  IS 
dollars  and  the  amount  received  or  paid  in  equivalent  IS  dollars. 

Realized  gains/losses  from  the  sale  of  securities  and  related  foreign  exchange  transactions  arc  retained  bv  each 
fund.  Realized  foreign  exchange  gains/losses  arise  from  sales  and  maturities  of  portfolio  securities,  sales  of  foreign 
currencies,  and  currency  gains/losses  realized  between  the  trade  and  settlement  dates. 

The  fiscal  year  2005  administrative  expense  of  $2,64 U30  represents  52,126,429  in  quartcrlv  fees  accrued  and  paid 
to  the  external  managers  per  their  contracts  and  S5I4,901  in  monthly  charges  accrued  and  paid  to  the  Board  of 
Investments. 

The  fiscal  v ear  2004  administrative  expense  of  S2_!80,l''l  represents  SI, "62  J2J  in  quarterlv  fees  accrued  and  paid 
to  the  external  managers  per  their  contracts  and  S5I7,848  in  monthlv  charges  accrued  and  paid  to  ihc  Board  of 
Investments. 

As  described  at)ovc,  the  Board  of  Investments  fee  includes  costs  for  the  custodial  bank  contract.  Vdminislntlive 
expenses  Incurred  bv  the  Board  are  charged  dallv  to  M  IIP  based  on  the  Board's  cx|>enses  applicable  to  MTIP. 

The  MTIP  Income  .Available  for  Distribution  is  distributed  at  least  monthly  to  the  retirement  fund  participants, 
net  of  external  manager  fees  and  administrative  expenses,  on  the  first  business  day  of  the  following  month. 

3.  SECIRITIES  LENDING 

I  nder  the  prnvislons  of  stale  sialulcs,  the  Board  has,  via  ii  Securities  I  ending  Vulhori/alion  \grccmenl, 
aulhori/ed  Ihc  ciislcidia!  hank.  Male  Mrccl  Bank  and  I  rusi.  In  lend  Ihe  Board's  securities  to  brokcr-dciilrn.  and 
other  entities  with  a  simultaneous  agreement  Ici  return  Ihccollalrral  for  ihc  same  securities  in  Ihc  future.  During 
the  period  Ihe  securities  are  on  loan,  the  Board  receives  a  fee  and  Ihe  custodial  bank  must  iniliallv  receive 
collateral  equal  to  105  percent  of  Ihe  fair  value  of  Ihe  loaned  securities  and  maintain  collateral  equal  to  not  less 
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than  100  percent  of  the  fair  value  of  the  loaned  security.  The  Board  retains  all  rights  and  risks  of  ownership 
during  the  loan  period. 

During  fiscal  years  2005  and  2004,  State  Street  loaned,  on  behalf  of  the  Board,  certain  securities  held  by  State 
Street,  as  custodian,  and  received  L'S  dollar  and  foreign  currency  cash,  I'S  government  securities,  sovereign  debt 
of  foreign  countries,  and  irrevocable  bank  letters  of  credit  as  collateral.  State  Street  does  not  have  the  ability  to 
pledge  or  sell  collateral  securities  unless  the  borrower  defaults. 

The  Board  did  not  impose  any  restrictions  during  fiscal  years  2005  and  2004  on  the  amount  of  the  loans  that  State 
Street  made  on  its  behalf.  There  were  no  failures  by  any  borrowers  to  return  loaned  securities  or  pay  distributions 
thereon  during  fiscal  years  2005  and  2004.  Moreover,  there  were  no  losses  during  fiscal  years  2005  and  2004 
resulting  from  a  default  of  the  borrowers  or  State  Street. 

During  fiscal  years  2005  and  2004,  the  Board  and  the  borrowers  maintained  the  right  to  terminate  all  securities 
lending  transactions  on  demand.  The  cash  collateral  received  on  each  loan  was  invested,  together  with  the  cash 
collateral  of  other  qualified  plan  lenders,  in  a  collective  investment  pool,  the  Securities  Lending  Qualitv  Trust 
which  has  a  weighted  average  maturity  of  35  and  49  days,  respectively  as  of  June  30,  2005  and  2004.  The 
relationship  between  the  average  maturities  of  the  investment  pool  and  the  Board's  loans  was  affected  by  the 
maturities  of  the  loans  made  by  other  plan  entities  that  invested  cash  collateral  in  the  collective  investment  pool, 
which  the  Board  could  not  determine.  At  year-end.  the  Board  has  no  credit  risk  exposure  to  borrowers  because 
the  amounts  the  Board  owes  the  borrowers  exceed  the  amounts  the  borrowers  owe  the  system. 

The  carrving  amount  and  fair  value  of  the  underlying  securities  on  loan  for  IMTIP  are  detailed,  by  external 
investment  manager,  in  the  following  table: 

Carrying  Amount  and  Fair  \'alue  of  Securities  on  Loan 


2004 


External  ln\estment  Manager 

Schroder  Investment  MgmL 

Pyford  International 

Nomura  Asset  Management  t  .S.A..  Inc 

Total  Investments  on  Loan 

Securities  Lending  Collateral  Investment  Pool 


Carrying 

Fair 

Carrying 

Fair 

Amount 

\'alue 

Amount 

\alue 

6,217,820 

S 

7.804,614 

S 

13^11.062 

S 

I5»S58.175 

8367,610 

11.720.776 

19,179.273 

25J16i;83 

1IJ60.634 

14.147.953 

717J52 

872.784 

25.946.064 

S 

33.6-3J44 

S 

33.107,687 

s 

4I.747„542 

34-537.173 

s 

34.53-.  1 -3 

43.804  Jl  2 

s 

43.S04J1: 

As  otJune  30,  2005.  the  collateral  provided  for  the  securities  on  loan  totaled  S34.537.173  in  cash  and  S779.936  in  securities  collateral. 
As  of  June  30.  2004.  the  collateral  provided  for  the  securities  on  loan  totaled  S43,804JI2  in  cash  collateral 

4.  INVESTMENT  RISK  DISCLOSURES 

Effective  June  30,  2005,  the  Board  implemented  the  provisions  of  Governmental  Accounting  Standards  Board 
(GASB)  Statement  No.  40-  Deposit  and  Investment  Risk  Disclosures.  The  financial  statement  disclosures  for  the 
year  ended  June  30,  2004  have  been  restated  to  compare  with  the  financial  statement  disclosures  for  the  year 
ended  June  30,  2005.  The  investment  risk  disclosures  are  described  in  the  following  paragraphs. 

Custodial  Credit  Risk 

Custodial  credit  risk  for  investments  is  the  risk  that,  in  the  event  of  the  failure  of  the  counterparty  to  a 
transaction,  a  government  will  not  be  able  to  recover  the  value  of  the  investment  or  collateral  securities  that  a  re  in 
the  possession  of  an  outside  partv.  As  of  June  30,  2005  and  2004,  all  the  MTIP  securities  were  registered  in  the 
nominee  name  for  the  Montana  Board  of  Investments  and  held  in  the  possession  of  the  Board's  custodial  bank. 
State  Street  Bank.  The  BGI  MSCI  Europe  and  Pacific  Index  and  the  DFA  Small  Company  Portfolio  are 
registered  in  the  name  of  the  Montana  Board  of  Investments. 
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Foreign  (  urreno  Risk 

Foreign  currency  risk  is  the  risk  thai  changes  in  exchange  rates  will  adversely  afTect  the  fair  value  of  an 
in\estment.  The  I  .S.  dollar  balances  ofthe  MTIPcash  and  in\estments  are  disclosed  by  currency  and  investment 
t>pe  in  the  following  table  and  Note  8  ^  ear  tnd  Portfolio  for  2005. 

MTIPCashbyCurrrncy 


2005 


2004 


Cash 

Australian  Dollar 
Hong  Kong  Dollar 
France  Furo 
Japanese  ^cn 
South  Korean  Won 
Nlala\«ian  RinggJt 
\ew  Zealand  Dollar 
Philippine  Peso 
Singapore  Dollar 
Swi**  Franc 
NeH  I  aiwan  Dollar 

Toul  Cash 


C"arr>in'^ 

Fair 

C  arr\in!i 

hair 

Vmount 

\aluc 

\mounl 

\alut 

132,457    S 

129.655        S               341.641  S 

337.246 

1:4.923 

124.949 

94.269 

94.237 

54 

54 

123 

123 

1,458,770 

1.4J7.714 

1.081.579 

1.074.658 

4.185 

4.085 

4.04J 

4.047 

7,189 

7,189 

6.503 

6^3 

69.938 

67.755 

0 

• 

2.728 

2.664 

0 

0 

I.2JJ 

1.219 

34.154 

33.981 

0 

0 

87.862 

88.171 

194.741 

193.214 

153.158 

152.433 

1.996.217    S 

1,968.498        S 

;            1,803,332  $ 

l,79IJ99 

M  1  IP  ln\csiment  b>  Securit>  T>pc 


2005 


2004 


Sccuril\  ln\  cslmcnl  Ivpg 

B(.l  MSCl  Kunipelndrx 

B(.l  MN<  I  Pacific  Index 

B(;i  (athanil  Miino  MarkcC 

OKA  Inlernalional  Small  C  ninpan> 

SPIKK 

Schroder  Investment  Nlanagement 

P>rord  International 

Nomun  AucI  Management  1  .S.  \., 

Total  In\t^lmenl5 


("arr\ini; 

hair 

(  arr>  inu 

lair 

Amount 

\  alue 

\mounl 

\  aluc 

384.025.081    S 

466J46.669    S 

375.433.656    S 

3S9.I87_569 

40.005J22 

50.628.249 

40.005J22 

46.167.852 

1 

1 

781 

781 

75.484.090 

76.554.040 

0 

0 

2.123.299 

2.  II  1.305 

31J74.029 

31.685.217 

120.403.317 

137.133.726 

131.738.148 

150.236.944 

1 24  J35.445 

149,790,197 

119.716.99^ 

133.028.120 

93.7.55.428 

1I1,0.'=4.432 

88.21 3.4-11 

103.630.876 

840.131.984    S 

993_5 18.620     S 

786.482.403     S 

8.53.937J59 

Sctnrilics  Lcniiiaf!  Collateral  Invaimeni  Pool 


34..537.173 


34„537.173 


43.804.312 


43.804.312 


The  M TIP.  Ihrnugh  the  above  funds,  has  signincani  Insestmenls  in  19  foreign  countries.  Future  economic  and 
political  detclupmcnis  in  these  countries  could  ad\ersel>  affect  the  liquidil)  or  value,  or  both,  ofthe  securities 
held  bv  the  above  funds  in  which  MTIP  is  invesle<l. 


5. 


SlBSEQl  ENT  EVENT 


On  Vugust  1.  2005.  the  Board  sold  Schniders  Investment  Managcmcnl  N  \  units  for  S25  million  generating  a  gain 
of  S5.1  million.  The  Board  subscquenllv  purchased  SIO  million  in  the  DK  \  International  Small  (  ompany 
Portfolio. 

6.  CLASS  ACTION  LITIGATION 

In  \pril  2005.  the  Hoard  signed  a  contract  »ith  the  la»  firm  Barrack.  Rodos  ,.4  Bacine  to  ensure  that  the  Board 
participates  in  all  class  action  litigation  tovvhich  it  is  entitled  to  participate.  Ilistoricallv.lhc  Board,  bv  agrecnicnt 
ttith  its  custodial  hank.  Stale  Street  Bank,  has  relied  on  Slate  Street  surf  to  complete  and  Tile  class  action  claims 
on  the  Board's  behalf. 
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While  State  Street  Bank  will  continue  to  complete  these  duties,  the  law  firm  will  monitor  transactions  that  may 
entitle  the  Board  to  be  a  party  In  any  class  action  litigation.  The  law  firm  will  access  Board  portfolios  and 
securities  transactions  on  the  State  Street  accounting  system  using  the  INSIGHT  down  load  function.  The  law 
firm  will  then  request  written  documentation  from  the  Bank  proving  the  claims  have  been  filed. 

Class  action  litigation  results  from  fraudulent  activity  damaging  the  Board's  investments.  While  the  Board  has 
never  pursued  becoming  a  lead  plaintiff  in  class  action  litigation,  the  law  firm  contract  permits  the  Board  to 
become  a  lead  or  co-lead  plaintiff  in  these  instances.  Under  certain  circumstances  the  Board's  fiduciary 
responsibility  may  require  it  to  act  as  a  lead  or  co-lead  plaintiff  to  recover  funds  lost  to  fraud  or  other 
questionable  activity. 

7.  RESTATEMENT 

The  June  30,  2004  Cash  balance  has  been  restated  from  the  previously  stated  carrying  amount  of  SI,803J32  to 
Sl,791,399  to  reflect  the  fair  value  of  the  l.S.  dollar  cash  deposits.  The  June  30,  2004  Lnrealized  Foreign 
Exchange  Market  Gain  (Loss)  of  S29J39  has  been  restated  to  SI7,403  to  recognize  the  reporting  of  cash  at  fair 
value. 


8. 


Y  EAR  END  PORTFOLIO 


The  combined  investment  portfolios  for  the  six  funds,  as  of  June  30,  2005  are  listed  below  by  currency.  The 
percent  is  based  on  the  total  fair  value  of  each  security/country  to  the  combined  total  portfolio  fair  value. 


Country 

Securirv  Name 

Shares 

Carrying 
Value 

Fair 
Value 

% 

AUSTRALIAN  DOLLAR 

ALUMINA  LIMITED 

107.899 

441.381 

457.750 

0.05% 

AUSTRALIAN  DOLLAR 

AMCOR  LIMITED 

132.833 

580.662 

678.388 

0.07% 

AUSTRALIAN  DOLLAR 

AUSTRALIA  /  NEW  ZEALAND  BANK 

77.797 

934,989 

1.288.776 

0.13% 

AUSTRALIAN  DOLLAR 

BHPBILLITONLTD 

306,410 

1.660.020 

4.237.464 

0.43% 

AUSTRALIAN  DOLLAR 

BR,ADKEN  LTD 

62.948 

122.193 

138.559 

0.01% 

AUSTRALIAN  DOLLAR 

BRAMBLES  INDUSTRIES  LTD 

107.170 

551.485 

667.410 

0.07°/o 

AUSTRALIAN  DOLLAR 

CFS  GANDEL 

448.421 

557.370 

572.079 

0.06"!b 

AUSTRALIAN  DOLLAR 

COCA  COLA  AMATIL 

95.600 

360.050 

574.953 

0.05% 

AUSTRALIAN  DOLLAR 

COMMONWEALTH  BK  OF 
AUSTRALIA 

76.700 

1.634.876 

2.217.970 

0.22% 

AUSTRALIAN  DOLLAR 

FOODLAND  ASSOC 

14.920 

203,854 

308.528 

0.03% 

AUSTRALIAN  DOLLAR 

FOSTERS  GROUP 

395,300 

1.407.876 

1.603.008 

0.16% 

AUSTRALIAN  DOLLAR 

INSURANCE  AUSTRALIA  GROUP 

211,252 

741.513 

967.010 

0.10% 

AUSTRALIAN  DOLLAR 

LEND  LEASE  CORP 

52,241 

372.267 

516.076 

0.05°<. 

AUSTRALIAN  DOLLAR 

MACQUARIE  INFRASTRUCTURE 

236,700 

460.885 

750.565 

0.08'>o 

AUSTRALIAN  DOLLAR 

MIRVAC  GROUP 

66.000 

173.682 

179.460 

0.02% 

AUSTRALIAN  DOLLAR 

NATIONAL  AUSTRALIA  BANK 

127,849 

2.711.857 

2,997.144 

0.30''/o 

AUSTRALIAN  DOLLAR 

NEWCREST  MINING 

11.334 

150.390 

150,034 

0.02% 

AUSTRALIAN  DOLLAR 

ORIGIN  ENERGY 

56.000 

322.930 

324.585 

0.03% 

AUSTRALIAN  DOLLAR 

PUBLISHING  +  BROADCASTING  LTD 

38.173 

465.750 

431.755 

0.04% 

AUSTRALIAN  DOLLAR 

RINKER  GROUP 

166.983 

1.012,375 

1.781.014 

0.18% 

AUSTRALIAN  DOLLAR 

RIO  TINTO  LIMITED 

92.319 

2.102.604 

3.152.959 

0.32% 

AUSTRALIAN  DOLLAR 

SONIC  HEALTHCARE  LTD 

37.900 

340.004 

363,138 

0.04% 

AUSTRALIAN  DOLLAR 

TABCORP  HOLDINGS  LTD 

113,591 

1.190.544 

1.419.349 

0.14% 

AUSTRALIAN  DOLLAR 

TELSTRA  CORP 

161,394 

520.327 

622.004 

0.05°i. 

AUSTRALIAN  DOLLAR 

WESTFIELD  GROUP 

44,176 

420.908 

596.892 

0.05% 

AUSTRALIAN  DOLLAR 

WESTPAC  BANKING  CORP 

291,200 

3.049.057 

4.426.529 

0.45% 

AUSTRALIAN  DOLLAR 

WOODSIDE  PETROLEUM 

20,024 

198.765 

446.100 

0.04°b 

AUSTRALIAN  DOLLAR 

WOOL  WORTHS  LTD 

131.800 

1.232,540 

1.658.333 

0.17% 

1  Ai:STR.\LIAN  DOLLAR  28  ISSIIE(S) 

3,684,934 

23,921,155 

33,527,931 

3.37%| 

FRANCE  EURO 

AIR  LIQUIDE 

11.881 

1.993.586 

2.025.667 

0.20»o 

FRANCE  EURO 

CNP  ASSURANCES 

46.200 

2,081.081 

2.958.803 

0.30°/o 

FRANCE  EURO 

DEXIA 

203.340 

2,495,673 

4.482.818 

0.45% 
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Counln 

Securin  Name 

Shares 

Carrying 
\  alue 

Fair 

\alue 

% 

FRANCE  EURO 

DEXIA  STRIPS 

129.140 

0 

1.563 

0.00% 

FRANCE  EURO 

TOTAL  SA 

24.900 

3,538.744 

5.857.206 

0.59% 

FRANCE  EURO 

VALEO 

47.499 

1.858.468 

2.133.422 

0.21% 

FRANCE  EURO 

VEOLIA  ENVIRONNEMENT 

18.300 

364.903 

688.352 

0,07% 

1  FHANCF.  F.l  RO  7  ISSl T(S) 

481.260 

I2J32.4.';5 

18.148.832 

l.83%| 

GERMWV    Fl'RO 

HENKEL 

6,  WO 

.■i%.625 

618.325 

0.06% 

GERMANY  EURO 

SCHERING  AG 

42.600 

2.054.357 

2.624.068 

0.26% 

1  GERMANY   El'RO  2  ISSl  E(S) 

49.500 

2.450.982 

3.242J93 

0J3%| 

HONG  kONG  DOLLAR 

CHINA  LIFE  INSURANCE 

430.000 

288.955 

293.226 

0.03»o 

HONG  KONG  DOLLAR 

CHINA  MOBILE 

202.500 

562.682 

754.280 

0.08% 

HONG  KONG  DOLLAR 

CHINA  OILFIELD  SERVICE 

740.000 

248.723 

273.734 

0.03% 

HONG  KONG  DOLLAR 

CHINA  TELECOM  CORP 

1.652,000 

503.476 

595.063 

0,06% 

HONG  KONG  DOLLAR 

COSCO  PACIFIC  LTD 

558,000 

1.059.054 

1.083.993 

0,11% 

HONG  KONG  DOLLAR 

LI  ♦  FUNG 

646,000 

994.917 

1.342.170 

0,14% 

HONG  KONG  DOLLAR 

MTRCORP 

2I8J43 

339.199 

421.202 

0,04% 

HONG  KONG  DOLLAR 

PING  AN  INSURANCE 

430.500 

575.734 

692.274 

0.07% 

HONG  KONG  DOLLAR 

ZUIN  MINING  GROUP  CO  LTD 

500.000 

90.296 

110.008 

0.01% 

HONG  KONG  DOLLAR 

CHEUNG  KONG  HOLDINGS 

263.000 

2.204.636 

2.563.082 

0.26% 

HONG  KONG  DOLLAR 

CHINA  OVERSEAS  LAND 

1.248.000 

244.537 

231,226 

0.02'"o 

HONG  KONG  DOLLAR 

CHINA  PETROLEUM  *  CHEMICAL 

740.000 

220.529 

290J96 

0,03% 

HONG  KONG  DOLLAR 

CHINA  ST  CONSTRUCTION  INTL 

69.333 

0 

0 

0,00% 

HONG  KONG  DOLLAR 

CLP  HOLDINGS 

131,736 

609.312 

755,959 

0.08% 

HONG  KONG  DOLLAR 

CNOOCLTD 

1,339,000 

512.326 

801.027 

0.08% 

HONG  KONG  DOLLAR 

HANG  SENG  BANK 

62,598 

829.594 

853.739 

0,09<'i, 

HONG  KONG  DOLLAR 

HOPEWELL  HIGHWAY 

392,000 

248.014 

282.444 

0,03% 

HONG  KONG  DOLLAR 

SUN  HUNG  KAI  PROPS 

180.520 

1.469.447 

1.782.505 

0,18% 

HONG  KONG  DOLLAR 

SWIRE  PACIFIC 

193.500 

1.077.774 

1.711.462 

0,17% 

HONG  KONG  DOLLAR 

WHARF  HOLDINGS 

348.000 

976.990 

1.222.218 

0,12»o 

1  MONC;  KONG  DOLLAR  20  ISSl  E(S) 

I0J44.930 

13.0.56.195 

16.060.009 

1.62*/.| 

isrx)srsiA\  Ri  pi\n 

ITil.EKOMLNIKASI  IND 

:. '148.500 

h^b.-'SlI 

W8.20'" 

0.1 0»o 

1  INDONESIAN  Rl  PI  Ml 

1  ISSl  E(S) 

l.')4»..';00 

696J80 

998.207 

O.IO'/.| 

IKLL  AND  ELRU 

ANGLO  IRISH  BANK 

109.800 

1.402.809 

1.362.525 

0,14% 

IRELAND  EURO 

BANK  OF  IRELAND 

307,100 

3.847.507 

4.989.427 

0.50% 

IRELAND  EURO 

IRISH  LIFE*  PERM 

96.200 

1.743.339 

1,685,241 

0  I7«. 

1  IRELAND  El  RO  3  ISSl  E(S) 

513,100 

6.993.655 

8.037.194 

o.8r/.| 

JAFANtSK  YEN 

AISINSEIKICO 

.^5.000 

848.954 

1.192.634 

0,12% 

JAPANESE  YEN 

AJINOMOTOCOINC 

ysi.ooo 

1.033.447 

1.103.375 

0,11% 

JAPANESE  YEN 

ALPSELECreiCCO 

15.000 

200.105 

229.646 

0,02'>. 

JAPANESE  YEN 

AMADA  CO 

59.000 

343.161 

401.632 

0,04% 

JAPANESE  YEN 

ASAHI  GLASS  CO 

92.000 

1.003.656 

968.071 

0.1 0«b 

JAPANESE  YEN 

ASAHI  KASEI  CORP 

200.000 

943.225 

952.123 

0.10% 

JAPANESE  YEN 

ASTELLAS  PHARMA  INC 

97.300 

3,214.518 

3.327.922 

0,33% 

JAPANESE  YEN 

BANDAI  CO 

9.700 

245.623 

195.907 

0,02'?. 

JAPANESE  YEN 

BANK  OF  YOKOHAMA 

94.000 

405.767 

543.760 

0,05% 

JAPANESE  YEN 

BRIDGESTONE  CORP 

162.000 

2.207.735 

3.120.698 

0.31% 

JAPANESE  YEN 

CANON  INC 

25.500 

1,274.217 

1.343.922 

0.14% 

JAPANESE  YEN 

CANON  SALES  CO  INC 

26,000 

202.301 

438,373 

0.04% 

JAPANESE  YEN 

CENTRAL  GLASS  CO 

76,000 

446.881 

474,872 

0.05% 

JAPANESE  YEN 

CITIZEN  WATCH  CO 

31,000 

225.354 

280,624 

0.03% 

JAPANESE  YEN 

CREDIT  SAISON  CO 

30,000 

585.916 

998,107 

0.10% 

JAPANESE  YEN 

DAICEL  CHEM  INDS 

27,000 

1 38.627 

142.169 

0,01% 

JAPANESE  YEN 

DAIDO  STEEL  CO 

164.000 

269.292 

739,338 

0.07% 

JAPANESE  YEN 

DAIKIN  INDUSTRIES 

63,300 

1.398.001 

1.584.265 

0  16% 

JAPANESE  YEN 

DENKI  KAGAKU  KOGYO 

220.000 

656.793 

791,453 

0.08«. 

B-48 


Countrv 

Security  Name 

Shares 

Carrying 
Value 

Fair 
Value 

% 

JAPANESE  YEN 

DOWA  MINING  CO 

182.000 

858.252 

1.214.318 

0.12% 

JAPANESE  YEN 

EAST  JAPAN  RAILWAY 

807 

3.931.250 

4.151.160 

0.42% 

JAPANESE  YEN 

ELECTRIC  POWER  DEVELOPMENT 

38.700 

1.059.142 

1.121,081 

0.11% 

JAPANESE  YEN 

ELPIDA  MEMORY  INC 

8.600 

289.131 

277,594 

0.03% 

JAPANESE  YEN 

FANUC 

13,800 

869.084 

877,198 

0.09% 

JAPANESE  YEN 

FAST  RETAILING  CO 

15,600 

873.337 

810.170 

0.08% 

JAPANESE  YEN 

FLUI  PHOTO  FILM  CO 

126,100 

3.730.863 

4.060.279 

0.41% 

JAPANESE  YEN 

FUJI  SEAL  INTERNATIONAL  INC 

9.300 

298.546 

295.425 

0.03% 

JAPANESE  YEN 

FUJIKURA 

101,000 

453.894 

493.571 

0.05% 

JAPANESE  YEN 

FUJITSU 

172.000 

1.020.026 

903.384 

0,09% 

JAPANESE  YEN 

FUNAI  ELECTRIC  CO 

1 1.200 

1.341.545 

1,149.703 

0.12% 

JAPANESE  YEN 

GLORY 

7.000 

76.276 

112.192 

0.01% 

JAPANESE  YEN 

HISAMITSU  PHARMACEUTICALS  CO 

9.000 

103.814 

239.789 

0.02% 

JAPANESE  YEN 

HITACHI  CHEMICAL 

8.600 

127.091 

157,795 

0.02% 

JAPANESE  YEN 

HITACHI  HIGH  TECH 

13.300 

207.729 

203.020 

0.02% 

JAPANESE  YEN 

HITACHI  METALS 

50,000 

213.231 

350.284 

0.04% 

JAPANESE  YEN 

HITACHI  TRANSPORT  SYSTEM 

135,000 

759.476 

1.175.661 

0.12% 

JAPANESE  YEN 

HONDA  MOTOR  CO 

97.000 

3.820.449 

4.786.012 

0.48% 

JAPANESE  YEN 

HOYA  CORP 

3,700 

423.992 

427.398 

0.04% 

JAPANESE  YEN 

ITO  YOKADO  CO 

20,600 

657.840 

684.126 

0.07% 

JAPANESE  YEN 

ITOCHU  CORP 

229,000 

565.836 

1.158.318 

0.12% 

JAPANESE  YEN 

ITOCHU  TECHNO  SCIE 

5.500 

149.631 

192.904 

0.02% 

JAPANESE  YEN 

JAPAN  AIRPORT  TERMINAL 

103.000 

791.446 

955.546 

0.10% 

JAPANESE  YEN 

JFE  HOLDING  INC 

.■    84,000 

1.482.460 

2.075.196 

0.21% 

JAPANESE  YEN 

JS  GROUP  CORP 

51.600 

845,378 

873.725 

0.09% 

JAPANESE  YEN 

ICAKEN  PHARM 

9.000 

61.290 

61.834 

0.01% 

JAPANESE  YEN 

KAMIGUMI  CO 

84,000 

565.380 

648.309 

0.07% 

JAPANESE  YEN 

KANEKA  CORP 

.    94.000 

807.329 

1.056.132 

0.11% 

JAPANESE  YEN 

KDDI  CORP 

215 

1.166.319 

995.352 

0.10% 

JAPANESE  YEN 

KEIHINCORP 

29,000 

275.998 

474,835 

0.05% 

JAPANESE  YEN 

KEYENCE  CORP 

2.000 

424.491 

448,291 

0.05% 

JAPANESE  YEN 

KONICA  MINOLTA  HOLDINGS  INC 

87.500 

934.384 

817,329 

0.08% 

JAPANESE  YEN 

KURARAY  CO 

121,000 

935.209 

1,147,649 

0.12% 

JAPANESE  YEN 

KYORIN  PHARMACEUTICALS 

23.000 

296.803 

276.846 

0.03% 

JAPANESE  YEN 

LE0PALACE2I 

15.900 

305.396 

264.212 

0.03% 

JAPANESE  YEN 

MABUCHi  MOTOR  CO 

9.700 

698.555 

559.363 

0.06% 

JAPANESE  YEN 

MARUI  CO 

66.000 

1.007.492 

890.443 

0.09% 

JAPANESE  YEN 

MATSUSHITA  ELECTRIC  IND 

71.000 

1.065.365 

1.078.359 

0.11% 

JAPANESE  YEN 

MISUMI  GROUP  INC 

3.800 

116.91 1 

120,945 

O.Ol^o 

JAPANESE  YEN 

MITSUBISHI  CORP 

73.100 

683.792 

994.809 

0.10% 

JAPANESE  YEN 

MITSUBISHI  ELECTRIC 

199.000 

661.834 

1.055.970 

0.11% 

JAPANESE  YEN 

MITSUBISHI  ESTATE 

124,000 

1.433.721 

1.366.339 

0.14% 

JAPANESE  YEN 

MITSUBISHI  TOKYO  FINANCIAL 

512 

4.713.822 

4.345.461 

0.44% 

JAPANESE  YEN 

MITSUI  +  CO 

264.000 

1.592.620 

2.501.579 

0.25% 

JAPANESE  YEN 

MITSUI  FUDOSAN  CO 

102.000 

898.473 

1.144.982 

0.12% 

JAPANESE  YEN 

MITSUI  MINING +  SM 

20.000 

92.905 

93.950 

0.01% 

JAPANESE  YEN 

MITSUI  SUMITOMO  INSURANCE  CO 

89,000 

498.854 

801,550 

0.08% 

JAPANESE  YEN 

MITSUKOSHI  LTD 

67.000 

340.916 

302.047 

0.03% 

JAPANESE  YEN 

MURATA  MFC  CO 

35.800 

1.909.306 

1.825.377 

0.18% 

JAPANESE  YEN 

NAMCO 

28,800 

375.419 

383.273 

0.04% 

JAPANESE  YEN 

NGK  SPARK  PLUG  CO 

59,000 

460.278 

680.995 

0.07% 

JAPANESE  YEN 

NICHICON  CORP 

18,400 

1.108.388 

256.648 

0.03% 

JAPANESE  YEN 

NIHON  UNISYS 

3,500 

32.728 

34.808 

0.00<!b 

JAPANESE  YEN 

NINTENDO  CO 

8.000 

671.005 

836.714 

0.08% 

JAPANESE  YEN 

NIPPON  CABLE  SYSTEM 

16,000 

142.971 

199.549 

0.02'!b 
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Countrv 

SecurilN  Name 

Shares 

Carrying 
\alu* 

Fair 
\a1ue 

% 

JAPANESE  YEN 

NIPPON  ELECTRIC  GLASS 

80.000 

707.045 

1.208.908 

0.12% 

JAPANESE  YEN 

NIPPON  OIL  CORP 

179.000 

894.444 

1.215.283 

0.12% 

JAPANESE  YEN 

NIPPON  PAPER  GROUP  INC 

345 

1.735.995 

1.267.169 

0.13% 

JAPANESE  YEN 

NIPPON  SHEET  GLASS 

143.000 

602.936 

559.571 

0.06% 

JAPANESE  YEN 

NIPPON  SUISAN 

59.000 

118.217 

222.360 

0.02% 

JAPANESE  YEN 

NIPPON  TEL*TEL 

810 

4.865.577 

3.470.625 

0.35% 

JAPANESE  YEN 

NIPPON  TV  NETWORK 

6.140 

1.179.798 

836.139 

0.08% 

JAPANESE  YEN 

NIPPON  YUSEN 

108.000 

391.720 

621.260 

0.06% 

JAPANESE  YEN 

NIPPON  ZEON  CO 

41,000 

320.274 

354.513 

0.04% 

JAPANESE  YEN 

NISHIMATSUYA  CHAIN 

6.100 

150.924 

163.349 

0.02% 

JAPANESE  YEN 

NISSAN  MOTOR  CO 

295.600 

3.128.852 

2.926.416 

0.29«/i 

JAPANESE  YEN 

NISSIN  CO  LTD 

120.480 

148.262 

225.948 

0.02% 

JAPANESE  YEN 

NITTODENKOCORP 

13.000 

628.047 

746.142 

0.08% 

JAPANESE  YEN 

NOMURA  HOLDINGS 

119.800 

1.655.202 

1.434.659 

0.14% 

JAPANESE  YEN 

NTT  DOCOMO 

560 

1,382.919 

828.806 

0.08% 

JAPANESE  YEN 

OMRON  CORP 

75.800 

1.353.432 

1.672.512 

0.17% 

JAPANESE  YEN 

ONO  PHARMACEUTICAL 

7.600 

309.178 

360.436 

0,04% 

JAPANESE  YEN 

ORIENTAL  LAND  CO  LTD 

6.400 

418.138 

380.038 

0.04% 

JAPANESE  YEN 

ORIX  CORP 

10.400 

631.057 

1.560.328 

0.16% 

JAPANESE  YEN 

PARIS  Mlkl  INC 

9.000 

141.089 

194.753 

0.02% 

JAPANESE  YEN 

PROMISE  CO 

24.400 

1.296.591 

1.565.599 

0.16% 

JAPANESE  YEN 

RICOH  CO 

139.000 

2.450.426 

2,173.874 

0.22% 

JAPANESE  YEN 

ROHM  CO 

43.300 

5.248.377 

4.178.709 

0.42% 

JAPANESE  YEN 

SANKEN  ELECTRIC  CO 

44.000 

396.850 

574.051 

0.06% 

JAPANESE  YEN 

SANK YO  CO 

13.900 

242.956 

266.946 

0.03% 

JAPANESE  YEN 

SANKYO  TATETAMA  HO 

87.000 

288.308 

215.715 

0.02% 

JAPANESE  YEN 

SANYO  SHOKAI 

55.000 

357.116 

284.645 

0.03% 

JAPANESE  YEN 

SAPPORO  HOKUYO  HOLDINGS 

25 

169.916 

192.724 

0.02% 

JAPANESE  YEN 

SEIKO  CORPORATION 

19.000 

90.125 

103.129 

0.01% 

JAPANESE  YEN 

SEKISUI  CHEMICAL 

140.000 

944.002 

965.256 

0.10% 

JAPANESE  YEN 

SEVEN  ELEVEN  JAPAN 

28.000 

840.190 

777.567 

0.08% 

JAPANESE  YEN 

SHIMACHU  CO 

12.500 

292.539 

314,444 

0,03% 

JAPANESE  YEN 

SHIMADZU  CORP 

62.000 

314.856 

390.190 

0,04% 

JAPANESE  YEN 

SHIMANOINC 

13.800 

266.345 

391.939 

0,04% 

JAPANESE  YEN 

SHIN  ETSU  CHEMICAL  CO 

42.200 

1.559.171 

1.603J03 

0.16% 

JAPANESE  YEN 

SHIONOGl  •  CO 

45.000 

625.306 

580.606 

0.06^i 

JAPANESE  YEN 

SHOWA  DENKO 

338.000 

697.275 

801.497 

0.08% 

JAPANESE  YEN 

SHOWA  SHELL  SEKIYU 

73.500 

480.412 

736.260 

0.07% 

JAPANESE  YEN 

SMC  CORP 

11.400 

1.109.509 

1.244.834 

0.13% 

JAPANESE  YEN 

SOHGO  SECURITY  SERVICES 

26.400 

331.722 

349,905 

0.04% 

JAPANESE  YEN 

SOMPO  JAPAN  INSURANCE 

134.000 

762.599 

1,354,390 

0.14% 

JAPANESE  YEN 

STANLEY  ELECTRIC 

52.800 

869.163 

856.911 

0.09% 

JAPANESE  YEN 

SUMITOMO  BAKELITE 

52.000 

2%.  107 

336.937 

0.03% 

JAPANESE  YEN 

SUMITOMO  ELEC  INDS 

216.000 

1.842.340 

2.213.877 

0.22% 

JAPANESE  YEN 

SUMITOMO  MITSUI 

597 

3.890.519 

4.038.424 

0.41% 

JAPANESE  YEN 

SUMITOMO  TRUST*BKG 

194.000 

1.105.049 

1.180,687 

0.12% 

JAPANESE  YEN 

SUZUKEN  CO  LTD 

19.600 

525.263 

494.378 

0.05% 

JAPANESE  YEN 

T*D  HOLDINGS  INC 

30.950 

1.386.779 

1.457.466 

0.15% 

JAPANESE  YEN 

TAIYO  YUDEN  CO 

56.000 

605.390 

621.044 

0.06% 

JAPANESE  YEN 

TAKASHIMAYACO 

80.000 

567.089 

716.903 

0.07% 

JAPANESE  YEN 

TAKEDA  PHARMACEUTICAL  CO  LTD 

84.500 

3.344.781 

4.194.116 

042% 

JAPANESE  YEN 

TANABE  SEIYAKU  CO 

27.000 

222.836 

260.481 

0.03% 

JAPANESE  YEN 

TDK  CORP 

8.100 

513.570 

552.123 

0.06% 

JAPANESE  YEN 

THKCO 

60.800 

1.102.181 

1.255.960 

0.13% 

JAPANESE  YEN 

TISINC 

8.400 

253.317 

287.044 

0.03% 
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JAPANESE  YEN 

TOHO  CO 

58.500 

509.371 

844.689 

0.09°/o 

JAPANESE  YEN 

TOKAI  RUBBER  I 

12.000 

157.504 

161.320 

0.02% 

JAPANESE  YEN 

TOKYO  GAS  CO 

147,000 

512.025 

550.041 

0.06% 

JAPANESE  YEN 

TOKYO  SEIMITSU  CO 

27.800 

834.763 

1.122,929 

0.11% 

JAPANESE  YEN 

TOYO  SEIKAN  KAISHA 

27,600 

382.058 

436.235 

0.04% 

JAPANESE  YEN 

TOYO  SUISAN  KAISHA 

24,000 

247.875 

375.656 

0.04% 

JAPANESE  YEN 

TOYOTA  INDUSTRIES 

22.200 

414.667 

607.039 

0.06% 

JAPANESE  YEN 

TOYOTA  MOTOR  CORP 

135.700 

3.827.176 

4,861.736 

0.49% 

JAPANESE  YEN 

TOYS  R  US 

9.000 

154.576 

131.539 

0.01% 

JAPANESE  YEN 

UNITED  ARROWS  LTD 

10.000 

195.374 

314.670 

0.03% 

JAPANESE  YEN 

USHIOINC 

11.000 

186.807 

195.880 

0.02»o 

JAPANESE  YEN 

VICTOR  CO  OF  JAPAN 

134.000 

1.128.875 

925.471 

0.09% 

JAPANESE  YEN 

YAMAHA  CORP 

71.600 

1.208.506 

1.116.833 

0.11% 

JAPANESE  YEN 

YAMATO  TRANSPORT 

37.000 

417.311 

514.063 

0.05% 

JAPANESE  YEN 

YORK  BENIMARU  CO 

21.600 

498.263 

592.582 

o.oeo-o 

[JAPANESE  YEN   144  ISSUE(S) 

9,040,641 

131.598,475 

143,770,620 

14.47%! 

MALAYSIAN  RlNGGiT 

GENTING  BERHAD 

137.722 

602.677 

684.986 

0.07% 

MALAYSIAN  RINGGlT 

lOICORP 

60.000 

114.598 

165,789 

0.02°/b 

MALAYSIAN  RINGGIT 

LAFARGE  MALAYAN  CEMENT 

3,584.500 

773.803 

570,690 

0.06% 

MALAYSIAN  RJNGGIT 

MALAYAN  BANK 

122.300 

310.850 

350,808 

0.04% 

MALAYSIAN  RINGGIT 

MALAYSIA  INTERNATIONAL  SHIP 

52.000 

165.672 

244,947 

0.02% 

MALAYSIAN  RINGGIT 

MAXIS  COMMUN 

74.000 

147.957 

188.895 

0.02% 

MALAYSIAN  RINGGIT 

PLUS  EXPRESSWAYS  B 

180,000 

121.195 

155.368 

0.02% 

MALAYSIAN  RINGGIT 

PUBLIC  BANK 

135,900 

209.673 

239.613 

0.02% 

MALAYSIAN  RJNGGIT 

SPSETIA 

230.000 

219.721 

246.947 

0.02% 

MALAYSIAN  RINGGIT 

TELEKOM  MALAYSIA 

376.100 

1.014.982 

989.737 

0.10% 

MALAYSIAN  RJNGGIT 

YTL  POWER  INTL 

180.000 

94.161 

94.737 

0.01% 

1  MALA\  SIAN  RINGGIT 

1 1  ISSUE(S) 

5.132,522 

3,775,289 

3.932.518 

0.40%| 

NETHERLANDS  EURO 

AEGON  NV 

105.423 

1.701.931 

1.366.920 

0.14% 

NETHERLANDS  EURO 

REED  ELSEVIER  NV 

195.900 

2.507.993 

2.732.155 

0.27% 

NETHERLANDS  EURO 

ROYAL  DUTCH  PETROL 

105,900 

5.151.755 

6.923.219 

0.70% 

NETHERLANDS  EURO 

TNTNV 

122.300 

2.333.240 

3.101.908 

0.31% 

NETHERLANDS  EURO 

VNU  NV 

103.000 

2.830.187 

2.876.757 

0.29'^  i, 

1  NETHERLANDS  El RO 

5  ISSl :E(S) 

632,523 

14,52.5,106 

17.000,959 

I.7I%| 

NEW  TAIWAN  DOLLAR 

ACER  INC 

277.000 

449.700 

547.595 

0.06% 

NEW  TAIWAN  DOLLAR 

ADVANCED  SEMICONDUCTOR 

380.000 

269.210 

284.595 

0.03% 

NEW  TAIWAN  DOLLAR 

ADVANTECH 

152.975 

343.181 

362,557 

0.04°.o 

NEW  TAIWAN  DOLLAR 

AU  OPTRONICS  CORP 

58.590 

817.331 

992.515 

0.10% 

NEW  TAIWAN  DOLLAR 

AU  OPTRONICS  CORP 

168.000 

275.604 

281,103 

0.03% 

NEW  TAIWAN  DOLLAR 

CATHAY  FINANCIAL 

237.000 

422.926 

478.265 

0.05% 

NEW  TAIWAN  DOLLAR 

CATHAY  FINANCIAL  HLDG  LTD 

68,099 

1.020.746 

1.370.833 

0.14% 

NEW  TAIWAN  DOLLAR 

CHINA  SI  EEL 

6,000 

121.200 

120.600 

0.01% 

NEW  TAIWAN  DOLLAR 

CHINA  STEEL 

29,462 

376.047 

592.186 

0.06% 

NEW  TAIWAN  DOLLAR 

CHINA  TRUST  FINANCE 

1.409.800 

1.567.826 

1.537,837 

0.15% 

NEW  TAIWAN  DOLLAR 

DELTA  ELECTRONICS 

178.200 

229.628 

276,775 

0.03% 

NEW  TAIWAN  DOLLAR 

FAR  EASTONE  TELECOMMUNIC 

45.500 

808.204 

864,500 

0.09% 

NEW  TAIWAN  DOLLAR 

FORMOSA  PLASTIC 

490.500 

712.170 

802,904 

0.08% 

NEW  TAIWAN  DOLLAR 

FUBON  FINANCIAL  HOLDING  CO  LTD 

117.275 

1.143.780 

1,131,704 

0.11% 

NEW  TAIWAN  DOLLAR 

GIANT  MANUFACTURING 

188.000 

327.308 

303,580 

0.03% 

NEW  TAIWAN  DOLLAR 

HON  HAl  PRECISION 

77,049 

298.885 

400.897 

0.04% 

NEW  TAIWAN  DOLLAR 

HON  HAl  PRECISION  IND  LTD 

144,635 

1.015.988 

1.496.972 

0.15% 

NEW  TAIWAN  DOLLAR 

MERRY  ELECTRONICS 

80,723 

188.146 

215.550 

0.02";) 

NEW  TAIWAN  DOLLAR 

POLARJS  SECURITIES 

1,353.000 

702.547 

674.029 

0.07°-o 

NEW  TAIWAN  DOLLAR 

QUANTA  COMPUTER 

214.000 

369.575 

409.133 

0.04°.o 

NEW  TAIWAN  DOLLAR 

TAISHIN  FINANCIAL 

350,000 

316,660 

293.648 

0.03% 
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NEW  TAIWAN  DOLLAR 

TAIWAN  SECX)M  CO 

290.000 

320.808 

449.044 

0.05% 

NEW  TAIWAN  DOLLAR 

TAIWAN  SEMICONDUCTOR 

1.065.980 

1.675,607 

1.857.104 

0.19% 

NEW  TAIWAN  DOLLAR 

UNITED  MICRO 

1.546,000 

1.058.146 

1.124.438 

0.11% 

NEW  TAIWAN  IXJLLAR 

UNITED  MICROELECTRONICS  CORP 

83.896 

273.812 

344.813 

0.03% 

1  NEW  TAIWAN  DOLLAR    25  ISSl  E(S) 

9.01 1.684 

15.105.035 

17.213,176 

l.73*/.| 

NEW  ZEALAND  DOLLAR 

FLtfTCHER  BUILDING 

43.000 

124.336 

206.713 

002°o 

NEW  ZEALAND  WJLLAR 

TELECOM  CORP  OK  N/ 

138.676 

554.491 

579.826 

006»o 

1  NEW  ZEALAND  DOLLAR  2  ISSl  E(S) 

181.676 

678,827 

786„540 

0.08%| 

PHILIPPINE  PESO 

AYALA  LAND  INC 

".987.976 

988.387 

1.114.530 

0.11% 

PHIl  IPPINE  PESO 

BANK  OF  PHILIPPINES  ISLANDS 

1.023.800 

8-'3.298 

888.164 

0  09°o 

1  PHll.lPPINE  PESO    2  ISSl  E(S) 

9.011.776 

1.861.685 

2.002.694 

0.20%| 

PORTIGAL   ELRO 

BRISA  ALTO  ESTRADA 

166.900 

i.3:".it(i8 

1.311.352 

0  1.3% 

1  PORTl  GAL   El  RO  1  ISSl  E(S) 

166,900 

IJ27,808 

1JIIJ52 

0.I3%| 

POUND  STERLING 

ASTRO  ALL  ASIA 

457.800 

646.678 

656.582 

0.07% 

POUND  STERLING 

BOOTS  GROUP 

78.000 

836.223 

851.449 

0.09«/i, 

POUND  STERLING 

BPPLC 

402.000 

3.111.603 

4.186.479 

0.42% 

POUND  STERLING 

BRITISH  SKY  BROADCAST 

262.600 

3.133.480 

2.482.927 

0.25% 

POUND  STERLING 

COMPASS  GROUP 

906.000 

5.182.577 

3.808.183 

0.38% 

POUND  STERLING 

EXEL 

142.100 

1.673.505 

2.162.462 

0.22% 

POUND  STERLING 

GALLAHER  GROUP 

281.900 

2.634.417 

4.188.865 

0.42% 

POUND  STERLING 

GLAXOSMITHKLINE 

211.000 

4.754.206 

5.109.572 

0.51% 

POUND  STERLING 

HSBC  HLDGS 

83.600 

1.127.403 

1.344.380 

0.14% 

POUND  STERLING 

LEGAL  +  GENERAL 

2.265.740 

4.008.489 

4.670.406 

0,47% 

POUND  STERLING 

RENTOKIL  INITIAL 

407.300 

1.219.753 

1.166.278 

0.12% 

POUND  STERLING 

SCOTTISH  +  SOUTHERN  ENERGY 

122.000 

1.163.096 

2.215.216 

0.22% 

P01;nD  STERLING 

TAN  JONG 

70.800 

200.904 

244.074 

0.02% 

POUND  STERLING 

TOMKINS 

405.837 

1.608.059 

1.902.261 

0.19% 

POUND  STERLING 

UNILEVER 

130.064 

1.142.243 

1.255.422 

0.13% 

POUND  STERLING 

UNITED  UTILITIES 

296.000 

2.636.756 

3.501.728 

0.35% 

POUND  STERLING 

VODAFONE  GROUP 

1.889.544 

3.619.694 

4.606.199 

046% 

1  POl  ND  STERLING     |7  ISSl  E(S) 

8.412.285 

38.699.087 

44J52.481 

4.46%| 

SIM.APDRh  IXIILAR 

OVIRSI  AS  CHINESE  BANK 

5.600 

0 

21.410 

0.00»o 

SINGAPORE  DOLLAR 

CITY  DEVELOPMENTS 

48.000 

174.196 

213.390 

0.02% 

SINGAPORE  DOLLAR 

DBS  GROUP  HOLDINGS 

181.266 

1.434.022 

1.536.292 

0.15% 

SINGAPORE  DOLLAR 

KEPPEL  LAND  LTD 

156.000 

156.381 

231.173 

0.02% 

SINGAPORE  DOLLAR 

MOBILEONE 

520.560 

418.704 

672.566 

0.07% 

SINGAPORE  DOLLAR 

OVERSEAS  CHINESE  BANK 

28.000 

188.157 

192.525 

0.02% 

SINGAPORE  DOLLAR 

SINGAPORE  AIRLINES 

24.000 

164.308 

159.331 

0.02% 

SINGAPORE  DOLLAR 

SINGAPORE  PRESS 

351.768 

952.062 

896.491 

0,09% 

SINGAPORE  DOLLAR 

SINGAPORE  TECH 

120.000 

144.839 

172.135 

0,02% 

SINGAPORE  DOLLAR 

SINGAPORE  TELECOMM 

657.580 

929.234 

1.079.576 

0,11% 

SINGAPORE  DOLLAR 

SMRT  CORPORATION 

147.000 

73.574 

102.819 

0,01% 

SINGAPORE  DOLLAR 

UNITED  OVERSEAS  BANK 

175.576 

1.188.079 

1.477.700 

0,15% 

SINGAPORE  DOLLAR 

UTD  OVERSEAS  LAND 

17.557 

18.694 

23.726 

0.00% 

SINGAPORE  DOLLAR 

VENTL'RE  CORP  LTD 

27.888 

253.246 

264.490 

0.03% 

ISIN(;\PORE  HOI  1   VR  MISSl  E(S| 

2.460.795 

6.095.494 

7.043,624 

0.7I%| 

SOI  ril  KORl  AS  WON 

CHI  11  COMMUNICATION 

1.200 

188.302 

225.835 

0.02% 

SOUTH  KOREAN  WON 

DAEWOO  SHIPBUILDING  ♦  MARINE 

28.790 

474.931 

552.957 

0.06% 

SOUTH  KOREAN  WON 

HANA  BANK 

13.950 

336.358 

373.890 

0.04% 

SOUTH  KOREAN  WON 

HANKOOK  TIRE 

101.410 

1.182.454 

1.226.536 

0,12% 

SOUTH  KOREAN  WON 

HMWDAI  MOTOR  CO 

20.079 

746.945 

1. 117.119 

0  11% 

SOUTH  KOREAN  WON 

KOOKMIN  BANK 

25.600 

1. 181.407 

1.165.438 

0  12% 

SOUTH  KOREAN  WON 

KT  •  G  CORPORATION 

19.862 

338.308 

778.337 

0,08% 

SOUTH  KOREAN  WON 

KTCORPtJRATION 

4.069 

160.486 

165.358 

0,02% 
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SOUTH  KOREAN  WON 

LG  CHEMICAL 

12.320 

551.790 

450.601 

0.05% 

SOUTH  KOREAN  WON 

POSCO 

3.261 

346.568 

575.842 

0.06% 

SOUTH  KOREAN  WON 

SAMSUNG 

1.000 

104.693 

93.953 

0.01% 

SOUTH  KOREAN  WON 

SAMSUNG  ELECTRONIC 

12.235 

2.941.521 

5.848.176 

0.59% 

SOUTH  KOREAN  WON 

SAMSUNG  FIRE  +  MARINE 

15.520 

1.152.716 

1.259.921 

0.13% 

SOUTH  KOREAN  WON 

SEOUL  SECURITIES 

513.450 

356.002 

403.904 

0.04% 

SOUTH  KOREAN  WON 

SHINHAN  FINANCIAL 

22.516 

350.320 

586.048 

0.06°/;. 

SOUTH  KOREAN  WON 

SHINSEGAE  CO  LTD 

2,110 

361.947 

667.605 

0.07% 

SOUTH  KOREAN  WON 

SK  TELECOM 

2.703 

474.998 

476.000 

0.05% 

SOl'TH  KOREAN  WON 

17ISSUE(S) 

800,075 

11,249,747 

15,967,519 

1.61  %| 

SPAIN  EURO 

BBVA 

302.900 

3.419.211 

4.679.165 

0.47°o 

SPAIN  EURO 

ENAGAS  SA 

122,200 

1.068.080 

2.167.341 

0.22% 

SPAIN  EURO 

ENDESA  S  A 

182.700 

2.393.443 

4.293.213 

0.43% 

SPAIN  EURO 

RED  ELECTRICA  DE  ESPANA 

94,100 

1.628.435 

2.607.677 

0.26% 

SPAIN  EURO 

TELEFONICA  SA 

422.093 

5.009.893 

6.919.030 

0.70% 

SPAIN  EURO 

TPI  TELEPHONE 

200.700 

1.400.156 

1.756.726 

0.18% 

SPAIN  EURO  6  ISSUE(S) 

1,324,693 

14,919,219 

22,423,151 

2.26% 

SWISS  FRANC 

NESTLE SA 

28.130 

6.240.598 

7.202.123 

0.72% 

SWISS  FR.ANC 

NOVARTIS  AC 

185.600 

7.185.530 

8.844.649 

0.89°o 

SWISS  FRANC 

ROCHE  HOLDINGS  AG 

43,710 

3.837.287 

5.534.121 

0.56% 

SWISS  FRANC 

SWATCH  GROUP 

7,000 

744.771 

983.530 

0.10% 

SWISS  FRANC 

SWISS  REINSURANCE 

96.600 

7.250.055 

5.941.831 

0.60% 

SWISS  FRANC 

SWISSCOM  AG 

3,700 

1.181.506 

1.207.244 

0.12% 

SWISS  FRANC 

SYNTHES  INC 

9,250 

601.526 

1.015.904 

0.10% 

SWISS  FRANC 

ZURICH  FIN  SVS  GRP 

16.790 

4.125.167 

2.893.788 

0.29<'<. 

SWISS  FRANC  8  ISSliE(S) 

390,780 

31,166,439 

33,623,190 

3.38%| 

THAILAND  BAHT 

BANGKOK  BANK 

97,600 

198.245 

238.452 

0.02»o 

THAILAND  BAHT 

BANGKOK  BANK 

332.300 

894.612 

868.548 

0.09°o 

THAILAND  BAHT 

KASIKORNBANK  PCL 

120.000 

169.110 

159,652 

0.02°.i> 

THAILAND  BAHT 

KASIKORNBANK  PCL 

253,100 

253.804 

336,732 

0.03% 

THAILAND  BAHT 

PTT  EXPLORTION  +  PRODUCTION 

65,800 

305.832 

557.088 

0.06% 

THAILAND  BAHT 

SIAM  CEMENT  CO 

55,000 

262.917 

303.338 

0.03% 

THAILAND  BAHT 

THAI  OIL  PLC 

283.300 

295.856 

411.375 

0.04% 

THAILAND  BAHT 

TRUE  CORPORATION  PUBLIC  CO  LTD 

130.895 

0 

0 

0.00% 

THAILAND  BAHT     8  ISSIIE(S) 

1,337,995 

2,380,376 

2,875,184 

0.29%| 

US  DOLLAR 

BGl  CASH 

1 

I 

I 

O.OOO/o 

US  DOLLAR 

BGl  EQUITY  INDEX  FUND  EUROPE 

45.849.990 

384.025.081 

466.246.669 

46.93% 

US  DOLLAR 

BGl  PACIFIC  INDEX  STRATEGY  FUND 

3.578.423 

40.005.322 

50.628.249 

5.10% 

US  DOLLAR 

DFA  INTERNATIONAL  SMALL  CO 

5.218.408 

75.484.090 

76.554.040 

7.71% 

IS  DOLLAR    4ISSIIE(S) 
EQl  IT^  TOTAL  325  ISSUE(S) 


54,646,822 
1 19,573  J91 


499,514,494 
832,347,904 


593,428.959 
985,746,533 


.59.73% 
99.22% 


US  DOLLAR 


STATE  STREET  SPIFF 


13.577 


2.123.299 


2.111.305 


0.21% 


EQl;IT>  FUTURES  TOTAL  1  ISSUE(S) 


13,577 


2,123,299 


2,111,305 


0.21% 


US  DOLLAR                              STATE  STREET  BANK  +  TRUST  CO 

5.660.782 

5.660.782 

5.660.782 

0.57% 

CASH  TOTAL  1  ISSUE(S) 

5,660.782 

5.660.782 

5.660.782 

0.57% 

MTIP  GRAND  TOTALS  327  ISSUE(S) 

125.247.750 

840.131.984 

993.518.620 

100.00% 
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LEGISLATIVE  AUDIT  DIVISION 


Scott  A.  Seacat.  Legislative  Auditor 
John  W.  Northey,  Lega!  Counsel 


Deputy  Legislative  Auditors: 

Jim  Pellegrini,  Performance  Audit 

Tori  Hunthausen,  IS  Audit  &  Operations 

James  Gillett,  Financial-Compliance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Net  Asset  Value  for  the  state  of  Montana  Board  of 
Investments,  Montana  Private  Equity  Pool,  as  of  June  30,  2005,  and  2004.  and  the  related  Statement  of 
Changes  in  Net  Asset  Value  and  Statement  of  In\estment  Income  and  Distribution  for  the  fiscal  years 
then  ended.  These  financial  statements  are  the  responsibility  of  the  Board  of  Investments'  management. 
Our  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  auditing  standards  generally  accepted  in  the  United  States 
of  America.  Tliose  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance 
about  whether  the  financial  statements  are  free  of  material  misstatement.  .Vn  audit  includes  examining, 
on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  fmancial  statements.  An  audit 
also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  statement  presentation.  We  believe  that  our  audit  provides  a 
reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects,  the  net 
asset  \alue  of  the  state  of  Montana  Board  of  Investments,  Montana  Private  Equity  Pool,  as  of  June  30, 
2005,  and  2004,  and  its  changes  in  net  asset  value  and  investment  income  and  distribution  for  the  fiscal 
years  then  ended  in  conformity  with  accounting  principles  generally  accepted  in  the  United  States  of 
America. 


Respectfiilly  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


November  2,  2005 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
MONTANA  PRIVATE  EQUITY  POOL  FINANCIAL  STATEMENTS 

STATEMENT  OF  NET  ASSET  VALUE  JUNE  30,  2005  AND  2004 

2005  2004 


Assets 


Cash  S                        0  $                          0 

Dividend/interest  receivable                                                                                                                      28  1,172,950 
Investments  managed  at  fair  value  (carrying  value  of  $272,828,932  in  2005  and 

$236,7 1 1 ,043  in  2004)(Notes  2  and  4)                                                                                       297,638,172  258,478,490 

Total  assets  S      297,638.200  $        259.651.440 

Liabilities 

Income  due  participants  S              209,681  S            5,273,616 

Total  liabilities                                                                                                                                   209.681  5,273,616 

Net  asset  value  $      297.428.519  $        254.377.824 

Units  Outstanding  (Note  2)                                                                                                           2,562,719  2.562,719 

Unit  Value  (Note  2)  S                116.06  $                  99.26 

STATEMENT  OF  CHANGES  IN  NET  ASSET  VALUE 
FOR  THE  FISCAL  YEARS  ENDED  JUNE  30,  2005  AND  2004 

Net  asset  value,  beginning  of  year  $      254^377,824  $        298,187,576 

Valueof  units  purchased  by  participants  (Notes  1  and  2)                                                                       0  0 

Value  of  units  sold  by  participants                                                                                                             f  (33,130,061) 

Changes  in  fair  value  of  investments  managed                                                                         43.050.695  (10,679,691) 

Net  asset  value,  end  of  year  $      297.428.519  S        254.377,824 

STATEMENT  OF  INVESTMENT  INCOME  AND  DISTRIBUTION 
FOR  THE  FISCAL  YEARS  ENDED  JUNE  30,  2005  AND  2004 

Net  realized  gains  (Note  2)  $                        0  $          76.554.966 

Dividend/interest  income                                                                                                               2,846,253  5.260,917 

Administrative  expenses  (Note  2)                                                                                                (3,734,605)  (2,681,882) 

Other  expenses  (Note  2)                                                                                                                    (67,925)  0 

Income  due  participants,  beginning  of  year                                                                                5.273.616  7,361,863 

Income  available  for  distribution                                                                                                 4,317,339  86.495.864 

Distribution  (Note  2)                                                                                                                      4.107.658  81,222,248 

Income  due  participants,  end  of  year  $              209.681  $            ^i^7i?i6l9 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
MONTANA  PRI\  ATE  EQIITN  POOL 

NOTES  TO  FINANCIAL  STATEMENTS 
Jl'NE30.20O5  AND  2004 

1.  HISTORY  AND  ORGANIZATION 

The  Board  was  created  by  the  Legislature  to  invest  and  manage  Montana's  I  nified  Investment  Program.  The  Montana 
Private  Equity  Pool  (MPEP)  was  created  by  the  Board  to  allow  retirement  funds,  per  section  17-6-201.  MCA,  the 
opportunirv  to  participate  in  venture  capital  and  leveraged  buyout  markets  and  other  private  equity  investments  via  a 
diveriified  pool.  The  Board  approved  creation  of  the  MPEP  in  April  2002.  Effective  May  I,  2002.  the  Public  Employees'. 
Municipal  Police  OfTicers".  Game  Wardens'.  Sheriffs'.  Judges'.  Highway  Patrol  OfTicers',  Teachers',  \olunleer 
Firefighters'  and  Firefighters'  I  nified  retirement  funds  transferred  all  their  venture  capital  and  leveraged  buyout 
investments,  at  cost,  totaling  S159.799JI0.  and  cash  of  SI5.000.000  to  the  MPEP.  These  investments  were  previously 
reported  in  the  All  Other  Funds  financial  statements. 

Due  to  the  complexity  and  specialization  of  private  equity  investment,  the  Board  contracts  with  external  private  equity- 
managers  to  invest  in  venture  capital,  leveraged  buyout  and  other  private  equity  investments.  The  ten  external  managers  as 
of  June  30.  2005.  by  Board  approval  date,  are: 

Kohlberg.  Kravis.  Roberts  and  Company  (KKR)  August  1987 

Vdams  Street  Partners,  formerlv  Brinson  Partners  January  1988 

Welsh  Carson  Anderson  and  Stowe  September  2000 

Madison  Dearborn  Partners  January  2001 

Lexington  Partners  May  2001 

Oaklrec  (  apital  Management  September  2002 

ArcLight  Energy  Partners  April  2004 

Inter  Mountain  Private  Equity  Partners  Octotwr  2004 

Odyssey  Investment  Partners  December  2004 

Cariyle  Partners  January  2005 

In  April  2005.  the  Board  approved  the  staff  recommendation  that  the  "Board  permanently  delegate  discretionary 
investment  authority  to  Staff  to  negotiate  and  make  binding  commitments  for  MPEP  private  equity  manager  participation". 

2.  SI  MMAR^  OF  SIGNIFICANT  .ACCOLNTING  POLICIES 

Investments 

MPEP  investments  are  purchased  in  accordance  with  the  statutorily  mandated  "Prudent  Expert  Principle".  The  MPEP 
portfolio  include^  venture  capital,  leveraged  buyout,  mezzanine,  distressed  debt,  special  situation  and  secondary 
investments.  \  enture  capital  represents  private  equity  investments  in  early  stage  financing  of  rapidly  growing  companies 
with  an  innovative  product  or  service.  Leveraged  buyouts  (I.BO's)  permit  an  invcslmcnl  group  to  acquire  a  company  by 
leveraging  debt,  as  a  financing  technique,  to  establish  a  significant  ownership  position  on  behalf  of  the  company's  current 
management  team.  Me/vjinine  investments  are  the  subordinated  debt  andor  equity  of  privately  owned  companies.  The 
debt  holder  participates  in  equity  appreciation  through  conversion  features,  such  as  rights,  warrants,  and  or  options. 
Distressed  debt  represents  the  private  and  public  debt  of  companies  that  appear  unlikely  to  meet  their  financial  obligations. 

This  debt  is  attractive  to  investors,  not  for  repayment  of  interest  and  principal,  which  are  unlikely  to  be  paid,  hut  for  the 
claim  placed  on  the  firm's  value  by  unpaid  creditors.  Without  undue  principal  risk. distressed  debt  investment  managers 
seek  capital  appreciation  through  the  sale  of  restructured  debt  obligations  or  newly  issued  securities.  Special  situation 
investments  include  the  investment  in  the  exploration  for  oil  and  or  gas  reserves  or  in  the  development  of  proven  reserves, 
insesimcnl  in  land  to  harvest  limber.  an<l  investments  that  have  a  special  com|>onent  usually  relate<l  to  geographical, 
economic,  or  social  issues.  >econdary  invcslmcnls  arc  inveslnients  in  previously  owned  limited  partnerships.  Ihese 
investments  niav  be  direct  or  via  a  general  partner  speciali/ing  in  secondary  in>estmenls.  Private  equitv  investments  are 
long-term,  by  design,  and  extremely  illiquid. 

MPEP  cash  is  invested  in  an  equitv  derivative,  the  Stale  Street  Stock  Performance  Index  l-uiures  hund  (SPIFF),  t  ash  is 
swept  daily  into  sPII-f  so  MPEP  can  maintain  100°o  equity  exposure. 
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Investments  are  presented  in  the  Statement  of  Net  Asset  Value  at  fair  value.  Because  a  recognized  market  does  not  exist  for 
private  equity  investment.  MPEP  investments,  on  valuation  date,  are  stated  at  the  fair  value  reported  in  the  most  recent 
external  managers'  valuation  reports.  Carrying  value,  parenthetically  disclosed,  represents  the  private  equity  security 
purchase  price. 

Participant  Units 

The  nine  pension  funds  transferred  all  their  venture  capital  and  leveraged  buyout  investments,  at  cost,  into  the  MPEP  at  the 
start-up  date  and  were  issued  units  according  to  the  fair  value  of  each  participant's  portfolio  and  cash  contribution.  The 
initial  unit  value  as  of  May  1.  2002  was  SIOO.  Although  unit  values  are  calculated  at  month  end.  the  pool  portfolio  will  be 
priced  at  least  quarterly  at  the  fair  value  reported  in  the  external  managers'  valuation  reports.  Given  the  quarterly 
portfolio  valuations,  pool  participant  transactions  will  most  likely  occur  on  a  quarterly  basis.  Based  on  the  Investment 
Officer's  decision,  participants  may  buy.  reinvest  or  sell  units  on  the  first  businessday  of  each  month.  All  participant  buys, 
reinvestments  or  sells  occur  after  distribution  of  accumulated  income. 

Investment  Income  and  Distribution 

The  Statement  of  Investment  Income  and  Distribution  reports  cash  dividends,  interest,  net  realized  gains  and  losses,  and 
miscellaneous  income.  MPEP  dividends  are  recorded  on  the  ex-dividend  date.  For  fiscal  year  2005.  the  net  realized  gains 
totaled  zero  as  compared  to  the  fiscal  year  2004  net  realized  gains  of  S76.6  million.  This  difference  is  attributed  to  a  policy 
change.  Effective  July  1.2004,  the  .MPEP  net  realized  gains  and  losses  were  retained  in  the  pool  rather  than  distributed  to 
the  MPEP  participants.  This  policy  change  also  affected  an  increase  in  the  L  nit  \alue  from  S99.26  as  of  June  30,  2004  to 
SI  16.06  as  of  June  30, 2005.  The  fiscal  year  2005  Investment  Income  reflects  only  the  distribution  of  ordinary  income.  The 
fiscal  year  2004  Investment  Income  includes  the  distribution  of  both  ordinary  income  and  net  realized  gains. 

The  MPEP  Income  Available  for  Distribution  is  distributed  or  reinvested,  on  behalf  of  the  nine  retirement  fund  participants 
as  determined  by  the  Investment  Officer.  Any  cash  distributions  or  reinvestments  will  occur  on  the  first  business  day  of  the 
following  month.  The  Income  .Available  for  Distribution  is  net  of  MPEP  external  manager  fees  and  Board  administrative 
expenses. 

The  fiscal  year  2005  administrative  expense  of  53,734,605  represents  fees  paid  to  the  external  managers  of  53,498.261  per 
their  contracts  and  5236 J44  paid  to  the  Board  of  Investments.  The  Board  of  Investments  fee  includes  costs  for  the  custodial 
bank  contract.  Administrative  expenses  incurred  by  the  Board  are  charged  daily  to  MPEP  based  on  the  Board's  expenses 
applicable  to  MPEP. 

The  fiscal  year  2004  administrative  expense  of  52,681.882  represents  fees  paid  to  the  external  managers  of  52.485.166  per 
their  contracts  and  5196,716  paid  to  the  Board  of  Investments.  The  Board  of  Investments  fee  includes  costs  for  the  custodial 
bank  contract.  Administrative  expenses  incurred  by  the  Board  are  charged  daily  to  MPEP  based  on  the  Board's  expenses 
applicable  to  MPEP. 

The  fiscal  year  2005  other  expenses  represent  interest  paid  in  subscribing  to  a  new  partnership. 

Security  Lending 

Because  there  is  no  active  security  lending  market  for  this  asset  class,  MPEP  does  not  participate  in  security  lending. 

3.  COMMITMENTS 

Private  equity  investments,  typically,  represent  a  seven  to  ten  year  commitment  characterized  by  capital  calls  occurring 
during  the  first  five  years  with  distributions  to  the  investor  over  the  remaining  term  of  the  investment.  The  original  and 
remaining  commitments  and  their  respective  carrving  and  fair  values,  as  of  June  30,  2005,  are  listed  on  the  next  page. 


B-57 


Security  ln*ciimrnl 

Separate  Accouol  Pannrr«hira 
Xrnturc  Pinncr%hip  Vcqumtion  Fund  II 
Briftton  Venture  C'aplUlP^nncn  Fund  III 
Bnnvtn  \  rnlurr  (  apilalParlnrr%  huod  III 
Bhiuoo  \  rnturr  Capiul  f- und  l\ 
Bnnvun  Non-I  S  i'srtnrnftip  TruM 
BriuoD  Partnenbip  Trust  1996-2003 
Kdamt  Slrrct  Non-I  S  Partncnhip  Tru»I 
Adsas  Stmt  PinDenbip  f-ood 
Adams  Street  Pirtnrn  hund  \ 
Adans  Slreei  Global  Opporluoitiet 
-Vdamt  Street  Total 
ArcUgbl  Eneno  Pirtnen  Food  11 
ArcLight  Total 
Caiivk  Panoen  Fund  l\ 
(  arKle  Total 

Inter  Mouniaio  Pmatc  Equity  Parlnen  LP 
Inter  Mountain  Pntair  Tquit>  lotal  ' 
kKR1986.l9S7FnBd 
KKH  1993  Fund 
KKR  1996  Fund 
KkK  Faropran  Fund 
KKR  Total 

IriiRi^ton  (  apiial  Pirlnen  Fund  V 
Leiinetoo  Capital  Pannen  Total 
Madhun  l>earborn  Partncn  I- und  l\ 
Madsoo  Deartioro  Global  Fund  l\ 
Madnon  Deart>orn  lota) 
Oaktrre  CapKal  Fund  IVB 
Oaktree  Total 

Od)rsK>  loveitmeot  Partnrn  Fund  III 
Od>«%e>  Total 

W  ebb  Canon  \aderv)n  &  Stowe  Fund  l\ 
V^(   VS(  apital  Partners  Fund  l\ 
VS  ebh  Canon  Total 
Total  Pn\a(e  t<|uit>  Commitments 


(>n«!iiul 
CommKntrnl 

L>mc 

One)nal 
(  ommllmenl 

Cammiliiicnl 
Rfmaining 

Carrvlug 
Nalm 

Fair 

Jan  1988-Apr  1990        %           14.000,000       % 

2&oaa   s 

2J20J15     $ 

871,970 

Vpril  1990 

4.000.000 

0 

190.080 

48.-56 

M«rth  1992 

10,000,000 

0 

2,7«},54t 

1,984.407 

(klobcr  1999 

10.000.000 

0 

3.264.253 

1.984.81- 

M.y  1999 

15,000,000 

891,6«7 

12,»t4,2«8 

9,174346 

Jaouin  1999 

10.000.000 

3.430.211 

5.4''0.92- 

6,606,763 

Mircli  1996 

I03.940JI67 

30,928,433 

61,044.091 

2.904.195 

57,048,7.55 

Vue2(XPl.D«  2004 

16.000.000 
94,000.000 

12.8-9,500 

3,I62J69 

Aug  20ai-Occ  2004 

75,488,000 

17325.831 

1 5.200.000 

17,773,738 

vueuM  2001 

40.000.000 

24.800.000 

1 3.289  J60 

Scplcmbtr  2003 

25,000.000 
341.940.86' 

23,687,500 
r2,l30JII 

1.018,781 
124366.50^ 

1,456,433 
113.401.916 

April  20O4 

25.000,000 

19,929,911 

4402,766 

4,712,780 

25.000.000 

19.929.911 

4.202.766 

4,-12.780 

Jaouar;  2005 

35,000,000 

35.000.000 
25,000,000 
25.0(IO.OIK) 
25J00.000 
25.000.000 

34.643,001 
34.643.001 

7,000 
-.000 

7,000 
-.000 

October  2004 

2.5,000.000 

8iJ33 

83J33 

August  19*7 

25,ooao<«) 

0 

S3J33 
2,021,493 

83J33 
1,803,590 

l>«tmbcr  I'NO 

0 

l,28.5JOO 

698.882 

July  1996 

100,000.000 

25.000.000 

0 

3S,72a252 

40,821.058 

Auguil  1999 

3,866J46 

16,260.936 

18.864.832 

175300,000 
50.000.000 

3.866J46 

58,287.981 

62.188362 

Ma>  2001 

I4.94-.423 

21.520.090 

32J88.833 

Januari  21)01 
S«plcilllKr  2002 

.50.000,000 
2;..509.475 
2.490,525 
25.000.000 
75,000.000 
75.000.000 
25.000.000 
25.000.000 
2.5.000.000 
25.000.000 
.50.000.000 
;        82-.240.86' 

14,947,423 

9,061.5*6 

0 

21,520.090 
7.-'92,944 
3,550,648 

32388.833 

-366.529 
4403.432 

9.061. .566 

I1J4J..592 

11.569.961 

Stptcmbcr  20O2 
l»Mcnibcr  2004 

0 

0 

20,149,852 

20,149.852 

1 
4,464,155 

4,464,155 

16.896,984 
16.896.984 
4.127,031 
4.127.031 

Stpionbtr  2000 
June  2004 

S 

4,2.5a000 

22.000.000 
26.250.000 
i         32.5.9-8.410     S 

12.954.898 
J,rK)o,{)(X) 
15.954.898 
240.230J24      i 

16.634.646 
J,nr)fl.«)o 

19,634,646 
26.5.01U.84- 

'  Commitment  cootinKent  upon  Iniennoantain  Pmale  Equity  Partnen  raising  an  Mldltloiial  S15  rolllioR  caplCBL 

4.  INVESTMENT  RISK  DISCLOSl  RES 

Effccli>e  June  30,  2005,  Ihe  Board  implemented  the  proisions  of  Governmental  Accounting  Standards  Board  (CASE) 
Statement  No,  40  -  Deposit  and  Investment  Risk  Disclosures.  The  investment  risk  disclosures  are  described  in  the  followinn 
paragraphs. 

C  ustodial  (  redil  Risk 

C  ustudial  credit  risk  for  investments  is  the  risk  that,  in  the  event  of  the  failure  of  the  counterparty  to  a  transaction,  a 
government  will  not  he  ahle  tu  recover  the  value  of  the  investment  or  collateral  securities  that  arc  in  the  possession  of  an 
outside  party.  As  of  June  30,  2005  and  2004,  all  MPKP  investments  were  recorded  in  the  name  of  the  Montana  Board  of 
Investments.  The  State  Street  Bank  repurchase  agreement  for  S44",l  ""4,  as  of  June  30,  2005,  was  purchased  in  the  Slate  of 
Montana  Board  of  Investments  name.  I  his  repurchase  agreement  was  collateralized  at  S458J63  by  a  AA,\  rated  Federal 
Home  Loan  Mortgage  (  orporation  note  maturing  Kebruary  15,  2006. 

Foreign  Currency  Risk 

Foreign  currencv  risk  is  the  risk  that  changes  in  exchange  rates  will  adversely  affect  Ihe  fair  value  of  an  investment.  Several 
Ml' IP  investments  represent  limited  partnership  inscstments  in  various  foreign  countries.  Per  G.ASB  Statement  No,  40.  no 
foreign  currency  risk  disclosure  is  re<|uircil  for  these  limited  partnership  investments. 

As  provided  for  in  the  partnership  agreements,  currency  evpusHrcs  mas  !>«  hedged,  partialis  or  fulls,  al  (he  discretion  of  the 
manager  to  preserve  Ihe  I  S  (loliar  value  of  inseslments  made.  (  urrencs  speculation,  such  as  o\er-he<lging,  reverse  hedging 
or  other  trading  acliviiy  not  specincallv  aimed  at  preserving  the  I  S  dollar  value  of  investments  is  not  authorized. 
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Specific  Risk 

Private  equity  investments  are  recognized  as  investments  with  a  higher  degree  of  risk  with  a  higher  return  potential  than 
traditional  equitv  investments.  Portfolio  diversification  of  risk  is  achieved  through  multiple  partnership  relationships  and 
investments  diversified  by  time,  financing  stage,  industry  sector,  investment  size  and  geographical  region.  Private  equity 
investments  typically  have  a  low  correlation  relative  to  other  investment  asset  classes  and  contribute  to  the  reduction  of 
portfolio  risk  and  the  enhancement  of  expected  returns  on  a  total  investment  portfolio  basis.  Specific  risks  associated  with 
MPEP  are  further  described  in  the  MPEP  Investment  Policy  Statement. 


5. 


NOTICE  OF  LIABILITY 


The  Montana  Board  of  Investments  is  a  limited  partner  in  the  private  equity  partnership  of  O'Donnell  &  Masur  L.P. 
O'Donnell  &  Masur  L.P.  invested  in  Gardiner  Communications,  Inc.  All  partners  of  O'Donnell  &  Masur  L.P.  received  a 
Notice  of  Liability  from  the  Internal  Revenue  Service  claiming  unpaid  federal  corporate  taxes  for  Gardiner 
Communications,  Inc.  As  a  recipient  of  the  distributions  on  the  sale  and  dissolution  of  Gardiner  Communications.  Inc.,  the 
Board  faced  potential  liability.  O'Donnell  &  Masur  L.P.  retained  legal  counsel  to  represent  all  partners  receiving  a  Notice  of 
Liability.  On  September  5,  2003,  legal  counsel  filed  a  petition  on  the  Montana  Board  of  Investment's  behalf  in  U.S.  Tax 
Court  to  perfect  the  Board's  right  to  contest  this  matter.  On  Februarv  9, 2004,  all  partners  of  O'Donnell  &  Masur  L.P.  were 
informed  that  the  Internal  Revenue  Ser\  ice  Appeals  Officer  had  completed  his  review  of  the  Gardiner  Communications,  Inc. 
matter.  The  Officer  concluded  "no  additional  taxes  are  due  from  Gardiner  Communications,  Inc.  and  thus,  no  transferee 
liability  to  the  partners  of  O'Donnell  &  Masur,  L.P." 


6. 


PRIVATE  EQUITY  COMMITMENT 


In  August  2005,  the  staff  committed  S25  million  to  Oak  Hill  Capital  Partnership  Fund  II  (OHCP  II),  a  buyout  fund  focused 
on  middle-markets  companies  located  in  the  I  nited  States  and  Canada.  On  August  24,  2005.  the  Board  made  the  initial 
investment  of  S2,979,762  which  included  investment,  interest,  and  related  fees. 


7. 


CLASS  ACTION  LITIGATION 


In  April  2005,  the  Board  signed  a  contract  with  the  law  firm  Barrack,  Rodos  &  Bacine  to  ensure  that  the  Board  participates 
in  all  class  action  litigation  to  which  it  is  entitled  to  participate.  Historically,  the  Board,  by  agreement  with  its  custodial 
bank.  State  Street  Bank,  has  relied  on  State  Street  staff  to  complete  and  file  class  action  claims  on  the  Board's  behalf. 

While  State  Street  Bank  will  continue  to  complete  these  duties,  the  law  firm  will  monitor  transactions  that  may  entitle  the 
Board  to  be  a  party  in  any  class  action  litigation.  The  law  firm  will  access  Board  portfolios  and  securities  transactions  on  the 
State  Street  accounting  system  using  the  INSIGHT  down  load  function.  The  law  firm  will  then  request  written 
documentation  from  the  Bank  proving  the  claims  have  been  filed. 

Class  action  litigation  results  from  fraudulent  activity  damaging  the  Board's  investments.  NV'hile  the  Board  has  never 
pursued  becoming  a  lead  plaintiff  in  class  action  litigation,  the  law  firm  contract  permits  the  Board  to  become  a  lead  or  co- 
lead  plaintiff  in  these  instances.  I  nder  certain  circumstances  the  Board's  fiduciary  responsibility  may  require  it  to  act  as  a 
lead  or  co-lead  plaintiff  to  recover  funds  lost  to  fraud  or  other  questionable  activity. 


8.  \  EAR  END  PORTFOLIO 

The  June  30,  2005  MPEP  portfolio  is  listed  below.  The  security  type  percentage  is  based  on  the  fair  value  ratio  of  the 
specific  security  investment  type  to  the  total  portfolio. 


Security  Name 

ALTA  SUB  DEBT  PARTNERS  III 

AUSTIN  VENTURES  III 

CAPITAL  PARTNERS  HOLDINGS  II  A 

GATEWAY  VENTURE  PARTNERS  III 

INTERWEST  PARTNERS  IV 

MATRIX  PARTNERS  III  L  P 

NEW  ENTERPRISE  ASSOC  V  LP 

O  DONNELL  +  MASUR  L  P 

SPROUT  CAPITAL  VI 

SUMMIT  VENTURE  II 

WCAS  CAPITAL  PARTNERS  II 

WILLIAM  BLAIR  PARTNERS  III  LP 


Par  Carrying  Value        Fair  Value  % 


74,258 

235.584 

9.599 

263,454 

275.177 

68.064 
253.338 
352.319 
244.756 
128.881 
261.611 
153.476 


74,258 

75.694 

om% 

235.584 

209,925 

0.07% 

9.599 

241.023 

om% 

263.454 

1.408 

O.OO'^b 

275,177 

2,795 

0.00% 

68,064 

15.577 

0,01% 

253,338 

51.154 

0.02% 

352,319 

175,164 

0.06°/o 

244,756 

362 

0.00% 

128.881 

1.644 

0.00% 

261.611 

96.984 

0.03% 

153.476 

240 

0.00% 
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Sccuril^  Name 

SEPARATE  PARTNERSHIPS 

VENTURE  PARTNERSHIP  ACQL  1ST 

VENTURE  PARTNER  .\CQl  ISITION  II 

BRINSON  VENTURE  CAPITAL  III  SECONDARY 
BRINSON  VENTTJRE  PARTNERS  III  SECONDARY 
BRINSON  VENTURE  CAPITAL  FUND  III 
BRINSON  VENTURE  PARTNER  FUND  III 

INSTITUTIONAL  VENTURE  CAP  FUND  III 

BRJNSON  VENTL'RE  CAPITAL  FUND  IV 

BRINSON  VENTURE  CAPITAL  FUND  IV 

BRINSON  NON  US  PARTNERSHIP  FUND 
BRINSON  PARTNERSHIP  FUND  TRUST 
BRINSON  PARTNERSHIP  TRUST 

ADAMS  NON  US  PARTNERSHIP  FUND 
ADAMS  STREET  PARTNERSHIP  FUND 
ADAMS  STREET  PARTNERS  TRUST 

ADAMS  STREET  FUND  V 

ADAMS  STREET  FUND  V 

ADAMS  STREET  GLOBAL  OPPORTINITES 

ADAMS  STREET  GLOBAL  OPPORTUNITES 


Par 

t  arr\in2  \  alue 

hair  \  alue 

^ 

2J20„'!15 

2J20„5I5 

871.970 

0.29% 

190.080 

190.080 

48.756 

o.o:». 

190,080 

190,080 

48.756 

0,02% 

635,144 

635.144 

391.811 

0.13% 

2.629,109 

2.629.109 

1.593.006 

0.54% 

555,556 

555,556 

391.811 

0.13% 

2.227,990 

2.227.990 

1 .592.596 

0.54% 

6.047,799 

6,047.799 

3,969^25 

1.33% 

12.844.288 

12.844.288 

9.174.546 

3.08% 

12,844.288 

12,844.288 

9,174,546 

3.08% 

5.470.927 

5.470.927 

6.606.763 

2.22% 

61.044.091 

61.044.091 

57.048.755 

19.17% 

66.515,018 

66,515,018 

63,655.518 

2IJ9% 

2.904.195 

2.904.195 

3.162.369 

1.06% 

17.325.831 

17.325.831 

17.773.738 

5.97% 

20J30.026 

20,230.026 

20,936,108 

7.03% 

15.200.000 

15,200.000 

1 3.289.360 

4  46''o 

15,200.000 

15.200.000 

13J89J60 

4.46% 

1.018.781 

1,018.781 

1.456.433 

0.49»-o 

1,018,781 

1,018,781 

1.456.433 

0.49% 

KkR  1986  1987 

KKR  194} 

KKR  \<XX, 

KKR  El'ROPEAN  FUND 


ADAMS  STREET  TOTAL 

124J66,507 

124J66.507 

113.401,916 

38.10% 

ARCl  ll'.lir  i:MKi,>   l'\RlNiRS  FDII 

4.202.766 

4.202.766 

4.712,780 

1  5X»o 

ARCL1GHT  CAPITAL  TOTAL 

4.202.766 

4,202,766 

4,712,780 

l..S8% 

CARLVl.E  PARTNERS  IV,  1.  P 

7,000 

7.000 

7.000 

0.(K)°o 

CARLVLE TOTAL 

7.000 

7.000 

7,000 

0.00% 

INTtR  MOrST-MN  PRIV.MF  n.ll  m'  PARTNERS  TOTAL 

83.333 

83.333 

83.333 

003% 

INTER  MOUNTAIN  TOTAL 

83J33 

83J33 

83_J33 

0.03% 

2.021.493 

2.02 1 .493 

1.803.590 

U6I% 

1.285,300 

1.285.300 

698.882 

0.23% 

38.720.252 

38.720.252 

40.821.058 

13.71% 

16.260.936 

16.260.936 

18.864.832 

6.^4«o 

KKR  TOTAL 

58J87.981 

58.287.981 

62.188J62 

20.89% 

LEXINGTON  CAPITAL  PARTNFRSHIP  V  IP 

21.520.090 

21.520.090 

32.388.833 

I0  88°o 

LEXINGTON  CAPITAL  TOTAL 

21..S20.090 

21„';20.090 

32J88.833 

10.88% 

MADISON  DEARB(JRN  CAPIT^I  PVRTNFRS  IV 
MDP  IV  Gl  OBAL  INVFS  IMI  N  1 S  1  H 

^,792.944 
3.550.648 

7.792.944 
3.550.648 

'.366.529 
4.203.432 

:4^°o 

1  41". 

MADISON  DEARBORN  TOTAL 

11J43.592 

11J43„«;92 

11.569.961 

3.89% 

OCMOPPORriNITIKS  Fl'SDIM)  IP 

1 

1 

16.896.984 

5h8"o 

OAKTREE  CAPITAL  TOTAL 

1 

1 

16.896,984 

5.68% 

ODVSSfcV  INVISTMf  NT  PARTNERS  FIND  III 

4.464.155 

4.464.155 

4.127.031 

1  3<*°o 

ODYSSEY  PARTNERS  TOTAL 

4,464,155 

4.464,155 

4.127.031 

1J9% 

WCAS  CAPITAL  PARFNfcRS  FIND  IV 
WCAS  IX 

3.000.000 
12.9.54.898 

3.000.000 
12.954.898 

3.000.000 
16.634.646 

1  Ol-'o 
5.59», 

WC AS  TOTAL 

15,954,898 

15.954.898 

19.634.646 

6.60% 

TOTAL  PRI\  .\TE  EQUITIES 

240Jt30J24 

240a30J24 

265.010.84- 

89.04% 

STATFSTRFtT  SPIFF 

STATF  STRFFT  RFPl  RCHASF  AGREEMENT 

206.943 
447.174 

32.151.4.14 
447.174 

32.180.151 
447.174 

IOgl». 
0  1. 5». 

STATE  .STREET  TOTAL 

654,117 

32.598.608 

32.627J25 

10.96% 

MPF.P  TOTAL 

240,884,441 

272.828.932 

297.638.172 

100.00% 
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LEGISLATIVE  AUDIT  DIVISION 


Scott  A.  Seacat,  Legislative  Auditor 
John  W.  Northey,  Legal  Counsel 


Deputy  Legislative  Auditors: 

Jim  Pellegrini,  Performance  Audit 

Tori  Hunthausen,  IS  Audit  &  Operations 

James  Gillett,  Financial-Compliance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Net  Investments  Managed  for  the  state  of  Montana 
Board  of  Investments,  All  Other  Funds,  as  of  Jime  30,  2005,  and  2004,  and  the  related  Statement  of  Net 
Investment  Income  and  Statement  of  Changes  in  Net  Investments  Managed  for  the  fiscal  years  then 
ended.  These  financial  statements  are  the  responsibility  of  the  Board  of  Investments'  management.  Our 
responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  auditing  standards  generally  accepted  in  the  United  States 
of  America.  Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance 
about  whether  the  financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining, 
on  a  test  basis,  evidence  supporting  the  amoimts  and  disclosures  in  the  fmancial  statements.  An  audit 
also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  statement  presentation.  We  believe  that  our  audit  provides  a 
reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects,  the  net 
investments  managed  by  the  Montana  Board  of  Investments,  All  Other  Fimds,  as  of  June  30,  2005,  and 
2004,  and  its  net  investment  income  and  changes  in  its  net  investments  managed  for  the  fiscal  years 
then  ended  in  conformity  with  accounting  principles  generally  accepted  in  the  United  States  of 
America. 


pRespectfully  submit 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 


November  2,  2005 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
ALL  OTHER  FUNDS  FINANCIAL  STATEMENTS 

STATEMENT  OF  NET  INVESTMENTS  MANAGED,  JtNE  30.  2005  AND  2004 

2005  2004 


Assets 


s 

22.702.506 

200.025.086 

468.041 

S 

17.149.278 

226.699.848 

186.928 

7.000.000 
10,628 

0 

10.287 

s 

230.206.261 

s 

244.046.341 

s  . 

1.461.896.844 

s  . 

lJJ8.1??.5g? 

Investmenls  managed  a(  fair  \alue 
(amorlUed  cost  of  SI. 455.078.161  in  2005  and 

SIJ24,087,.S90in2004)(Notes2and  12)  $  1,477,780,667  S         1,341.236,868 

Security  lending  cash  collateral  (Notes  3  and  6)  200,025.086  226.699.848 

Interest  receivable  14.147.103  13,924,158 

Broker  receivable  for  securities  sold  but  not  settled 
(Note  2)  150.249  384.976 

Total  asseU  S  1.692,103,105  S         1.582.245.850 

Liabilities 

I  nrcalized  gain  (loss) 

Security  lending  obligations 

Security  lending  expense  payable 

Broker  payable  for  securities  purchased  but  not  settled 

(Note  2) 

Accounts  payable 

Total  liabilities 

Net  investments  managed 

STATEMENT  OF  NET  INN  ESTMENT  INCOME 
FOR  THE  FISCAL  YEARS  ENDED  JtNE  30,  2005  AND  2004 

Income 

Investment  income  (Note  2)  $               67,036.824  S               65J61,''98 

Realised  gain  on  sales  (Note  2)  14,582.969  76j|q.-'<)| 

Amortisation/accretion  (686.441)  (458.413) 

Security  lending  income  4.905.282  1.593.123 

Total  income  S  85.838.634  S  142.810.299 

Expenses 

Administrative  expenses 
Security  lending  expense 

Total  eipenses 

Net  investment  income 

The  accompanying  notes  are  an  integral  part  of  these  financial  statements. 


1,041,912 

1 .303.^46 

4,707,900 

1,410.223 

s  _ 

5.'4'».SI2 

S 

2.-13.969 

s  _ 

80.U88.822 

S    _ 

14o.iu:j.^o 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
ALL  OTHER  FUNDS  FINANCIAL  STATEMENTS 

STATEMENT  OF  CHANGES  IN  NET  INVESTMENTS  MANAGED 
FOR  THE  FISCAL  YEARS  ENDED  JLNE  30,  2005  AND  2004 

2005  2004 

Total  net  investments  managed,  beginning  of  year  $         1»338, 199,509  $         1,372,637.201 

Net  investment  income  80.088,822  I40,102J30 

Income  remitted  to  agencies  80J  11.768  141.104.587 

Increase  (decrease)  in  interest  receivable  222,946  1,002,257 

Increase  (decrease)  in  broker  receivable  (Note  2)  (234,728)  (891,995) 

Increase  (decrease)  in  security  lending  cash  collateral 

(Notes  3  and  6)  (26,674,762)  170,056.448 

Investments  purchased  2,935,049,627  1,172,224.997 

Investments  sold,  matured  and  called  (Note  10)  (2.803.372.615)  (1.207.786.541) 

Increase  (decrease)  in  book  value  of  investments  131,677,012  (35,561,544) 

Increase  (decrease)  In  book  value  of  investments  due  to 

net  amortization  of  discounts  and  premiums  (686,441)  (458,413) 

(Increase)  decrease  in  broker  payable  (Note  2) 
(Increase)  decrease  in  accounts  payable 
(Increase)  decrease  in  security  lending  obligations 
(Notes  3  and  6) 

(Increase)  decrease  in  security  lending  expense  payable 

Net  investments  managed,  end  of  year 

The  accompanying  notes  are  an  integral  part  of  these  financial  statements, 


(7,000,000) 

1,592.849 

(341) 

(857) 

26,674,762 

(170,056,448) 

(281,113) 

(119.989) 

1,461,896,844 

S;          1.338.199.509 
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STATE  OF  MO^ITA^A  BOARD  OF  I^V•ESTME^TS 

ALL  OTHER  FINDS 

NOTES  TO  FINANCIAL  STATEMENTS 

JtNE30,20O5  AND  2004 

1.  HISTORY  AND  ORGANIZATION 

The  Board  Has  created  by  an  act  of  the  Legislature  to  in>csl  and  manage  the  Stale  of  Montana's  investment  funds  on  a 
centralized  basis  per  section  17-6-201,  MC  A.  The  All  Other  Funds  (AOF)  investments  and  income  are  owned  b\  various 
State  of  Montana  agencies  and  managed  on  their  behalf  by  the  Board. 

2.  SliMMARV  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Investments 

The  \OF  investments  are  purchased  in  accordance  with  the  statutorily  mandated  "Prudent  Expert  Principle"  and 
applicable  investment  restrictions  of  the  participants.  The  AOF  portfolio  includes  securities  classified  as  corporate,  I  .S. 
government  direct-backed,  I  .S.  government  indirect-backed,  equity  index,  real  estate,  mortgages  and  loans.  I  .S. 
government  direct-backed  securities  include  direct  obligations  of  the  I  .S.  Treasury  and  obligations  explicitly  guaranteed  by 
the  I  .S.  government.  I  -S.  government  indirect-backed  obligations  include  I  .S.  government  agency  and  mortgage-backed 
securities.  I  .S.  government  mortgage-backed  securities  reflect  participation  in  a  pool  of  residential  mortgages.  Fquity  index 
investments  are  investments  in  selected  mutual  funds  whose  equity  portfolios  match  a  broad  based  index  or  composite. 

AOF  fixed  income  securities  pay  ii  fixed  rate  of  interest  until  maturity  while  the  variable- rale  (floating-rate  I  securities  pay  a 
variable  interest  rale  until  maturity.  As  of  .lune  30,  2005,  the  AOF  portfolio  held  one  variable  rate  corporate  bond  with  an 
amortized  cost  of  S4  million.  As  of  June  30, 2004,  the  AOF  portfolio  held  one  variable-rale  security,  with  an  amortized  cost 
of  515,585,949  reported  as  a  government  mortgage-backed  security.  This  security  paid  off  in  March  2005.  The  AOF 
variable-rate  securities  float  with  LIBOR  (London  Interbank  Offered  Rate)  or  the  weighted  average  of  the  net  mortgage 
interest  rates  for  the  mortgage  loan  group.  (See  Note  12  for  the  ^  ear  End  Portfolio.) 

Investments  are  presented  in  the  Statement  of  Net  Investments  Managed  at  fair  value.  Fair  values  for  publicly  traded 
securities  are  determined  primarily  by  reference  to  market  prices  supplied  to  the  Board  by  the  Board's  custodial  bank.  Stale 
Street  Bank  and  Trust,  fhe  real  estate  investments  and  residential  and  multi-family  mortgages  arc  valued  based  on  a 
discounted  cash  flow.  The  commercial  in-stale  coal  lax  loans  and  the  nonparticipating  repurchase  agreements  are  reported 
at  amortized  cost.  Amortized  cost,  parenthetically  disclosed,  represents  the  original  cost,  adjusted  for  premium  and  discount 
amortization  where  applicable.  Premiums  and  discounts  areamorti/cd'accretcd  using  the  straight-line  or  scientific  method 
to  the  call,  average  life  or  maturity  date  of  the  securities.    Amortized  cost  may  also  be  referred  to  as  book  value. 

Broker  Rcceivahlc'Pavable 

All  Other  Funds  security  transactions  are  recorded  as  of  the  trade  dale  rather  than  the  selllemeni  dale.  Because  of  this 
generally  accepted  practice,  the  AOF  portfolio  at  .lune  30  may  include  receivables  from  brokers  for  securities  sold  but  not 
delivered,  and  payables  to  brokers  for  securities  purchased  but  not  received. 

Montana  Mortgages  and  loans  Receivable 

The  Montana  mortgages  and  loans  receiNahle,  included  in  the  Net  Inveslmcnis  Managed  at  Fair  \  alue,  represent  residential 
mortgages  and  niultifamilv  commercial  loans  funded  by  Ihe  Public  F.mployees'  and  I  eachers'  pension  funds  and  other  loans 
funde<l  by  the  (  oal  Severance  lax  1  rust  fund.  In  November  and  December  2004,  the  niultifamilv  commercial  loans  held  by 
Ihe  Public  F.mplovees'  and  leachers'  pension  funds  totaling  S3_534,'>(i>)  were  sold  to  the  (oal  Severance  I  ax  I  rust  Fund. 
I  he  (  oal  Severance  lax  Trust  loan  portfolio  includes  luans  made  bv  the  Montana  Science  and  lechnoiogv  \lliance(  MSTV) 
Board.  Ihe  MSI  \  Board  was  aliolishcd  cm  liily  I.  I'''l'(  anil  by  law,  the  MSI  \  portfolio  was  assigned  to  the  Board  of 
Investments.  (See  Note  7  for  the  Montana  mortgages  and  loans  portfolio). 

In  .lune  2005,  Ihe  Board  receive<l  notice  that  Positive  Systems,  Inc.  has  "ceaseil  business  operations".  This  borrower,  funded 
by  Ihe  MSFV.  recci>ed  S200.0flO  and  S350,OO0  in  May  1994  and  March  1998.  respectively.  Vs  of  .lune  30.  2005.  Positive 
.Systems,  Inc.  had  an  outstanding  loan  balance  of  S54(<,0''4.  With  Ihe  exception  of  this  loan,  there  were  no  other  uncollectible 
account  balances  for  Montana  mortgages  and  loans  receivable  as  of  .lune  30.  2005.  In  Kcbruarv  2005.  the  lt<i»rd  charged  off 
514",  I5(>  in  principal  for  Safe  Shoplools,  Inc.  I  he  Ms  I  \  funileil  a  tola  I  of  SI  62.500  to  Safe  Shoplools.  Inc.  in  February 
199"  and  .lune  1999.  Vs  of-lunc  30,  2004,  there  were  no  uncollectible  account  balances  for  Montana  mortgages  and  loans 
receivable. 
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In  March  2005,  the  Monthly  Mortgage  Accounting  Process  related  to  remittances,  payoffs  and  billing  was  transferred  to  the 
Montana  Board  of  Housing  accounting  staff. 

Investment  Income 

Investment  Income  reported  in  the  Statement  of  Net  Investment  Income  includes  Tixed  income  and  mortgage  interest 
earnings,  real  estate  income,  commercial  loan  interest  earnings  and  commitment  fees.  For  fiscal  year  2004,  the  decrease  in 
interest  income  of  $1 1.9  million  is  attributed,  primarily,  to  a  decrease  in  the  commercial  loan  and  mortgage  interest  earnings. 

Realized  Gain  on  Sales 

Realized  gain  on  sales  reported  in  the  Statement  of  Net  Investment  Income  represents  the  net  gain/loss  resulting  from  the 
sale  of  fixed  income,  private  equity  and  pool  Investments.  In  fiscal  year  2005,  the  sale  of  pool  units  from  the  Montana 
Domestic  Equity  Pool  (MDEP)  and  the  Trust  Funds  Bond  Pool  (TFBP),  generated  a  net  gain  to  participants  of  $13,609,808. 
The  sale  of  pool  units  in  fiscal  year  2004  from  the  Montana  Domestic  Equity  Pool  (MDEP),  Montana  Private  Equity  Pool 
(MPEP),  Retirement  Funds  Bond  Pool  (RFBP)  and  Trust  Funds  Bond  Pool  (TFBP)  resulted  in  a  net  gain  to  participants  of 
$73^14,644. 

3.  SECURITIES  LENDING 

Under  the  provisions  of  state  statutes,  the  Board  has,  via  a  Securities  Lending  Authorization  Agreement,  authorized  the 
custodial  bank.  State  Street  Bank  and  Trust,  to  lend  the  Board's  securities  to  broker-dealers  and  other  entities  with  a 
simultaneous  agreement  to  return  the  collateral  for  the  same  securities  in  the  future.  During  the  period  the  securities  are  on 
loan,  the  Board  receives  a  fee  and  the  custodial  bank  must  initially  receive  collateral  equal  to  102  percent  of  the  fair  value  of 
the  loaned  securities  and  maintain  collateral  equal  to  not  less  than  100  percent  of  the  fair  value  of  the  loaned  security.  The 
Board  retains  all  rights  and  risks  of  ownership  during  the  loan  period. 

During  fiscal  years  2005  and  2004,  State  Street  Bank  loaned,  on  behalfof  the  Board,  certain  securities  held  by  State  Street, 
as  custodian,  and  received  U.S.  dollar  currency  cash,  I  .S.  government  securities,  and  irrevocable  bank  letters  of  credit  as 
collateral.  State  Street  does  not  have  the  ability  to  pledge  or  sell  collateral  securities  unless  the  borrower  defaults. 

The  Board  did  not  Impose  any  restrictions  during  fiscal  years  2005  and  2004  on  the  amount  of  the  loans  that  State  Street 
Bank  made  on  its  behalf.  There  were  no  failures  by  any  borrowers  to  return  loaned  securities  or  pay  distributions  thereon 
during  fiscal  years  2005  and  2004.  Moreover,  there  were  no  losses  during  fiscal  years  2005  and  2004  resulting  from  a  default 
of  the  borrowers  or  State  Street  Bank. 

During  fiscal  years  2005  and  2004,  the  Board  and  the  borrowers  maintained  the  right  to  terminate  all  securities  lending 
transactions  on  demand.  The  cash  collateral  received  on  each  loan  was  invested,  together  with  the  cash  collateral  of  other 
qualified  plan  lenders.  In  a  collective  Investment  pool,  the  Securities  Lending  Quality  Trust  which  has  a  weighted  average 
maturity  of  35  and  49  days,  respectively,  as  of  June  30, 2005  and  2004.  The  relationship  between  the  average  maturities  of 
the  investment  pool  and  the  Board's  loans  was  affected  by  the  maturities  of  the  loans  made  by  other  plan  entitles  that 
invested  cash  collateral  in  the  collective  investment  pool,  which  the  Board  could  not  determine.  At  year-end.  the  Board  has 
no  credit  risk  exposure  to  borrowers  because  the  amounts  the  Board  owes  the  borrowers  exceed  the  amounts  the  borrowers 
owe  the  system. 

As  of  June  30,  2005,  the  carrying  and  fair  value  of  the  underlying  securities  on  loan  for  the  All  Other  Funds  was 
S2 1 3,820,1 05  and  S2 1 7,1 53,3 1 5,  respectively.  The  collateral  provided  for  the  secu ritles  on  loan  totaled  S200,025,086  in  cash 
and  $23,616,389  In  securities  collateral.  The  carrying  value  of  the  underlying  securities  on  loan  is  categorized  as  $31,693,857 
corporate,  $30,489»30l,  U.S.  government  direct-backed  and  $151,  636,947  U.S.  government  indirect-backed. 

As  of  June  30,  2004,  the  carrying  and  fair  value  of  the  underlying  securities  on  loan  for  the  All  Other  Funds  was 
$219,045397  and  $222,235,651,  respectively.  The  collateral  provided  for  the  securities  on  loan  totaled  $228,078^35 
representing  $226,699,848  In  cash  and  $  1 ,378.387  in  securities  collateral.  The  carrying  value  of  the  underlying  securities  on 
loan  is  categorized  as  $31,745,041  corporate,  and  $187300J56  I  .S.  government  indirect-backed. 

4.  COAL  TAX  LOAN  AND  MORTGAGE  COMMITMENTS 

The  Board  makes  firm  commitments  to  fund  loans  from  the  Coal  Severance  Tax  Trust  fund.  These  commitments  have 
expiration  dates  and  may  be  extended  according  to  the  Board's  policies.  As  of  June  30,  2005,  the  Board  had  committed  but 
not  yet  purchased  $78,813,735  in  loans  from  Montana  lenders,  compared  to  $69,281,764  as  of  June  30. 2004.  In  addition  to 
the  above  commitments,  lenders  had  reserved  $28,884,945  for  loans  as  of  June  30,  2005,  compared  to  $12,021,150  on  the 
same  date  in  2004. 
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The  Board  makes  nmi  commitments  to  fund  mortgages  from  the  Public  Employees'  and  Teachers'  retirement  funds.  As  of 
June  30.  2005  and  200-t,  the  Board  had  committed  but  not  >et  purchased  from  Montana  lenders  mortgage>  totaling 
S2, 1 45  J43  and  S 1 24„';50,  respecti\  el> .  As  of  June  30. 2005.  mortgage  reser>  ations  totaled  S 1 ,683.900.  As  of  June  30. 2004, 
lenders  had  reserved  nn  funding  for  mortgages. 

5.  PENSION  FL  ND  REAL  ESTATE  INVESTMENTS 

100  North  Park  Building 

In  January  1996.  the  Board,  on  behalf  of  the  Public  Employees'  and  Teachers'  Retirement  funds,  purchased  the  100  North 
Park  Avenue  Building  in  Helena.  Montana  as  a  real  estate  in\eslment.  \cquircd  for  a  cost  of  S4.864J26.  the  building  carries 
a  fair  \alue  of  $6,024,526  asof  June 30, 2005.  During  fiscal  year  2005.  building  improvements  for  tenant  remodeling,  video 
conferencing,  heating/cooling,  parking  lot  resurfacing  and  leasing  fees  totaling  S151.56''  vvere  added  to  the  cost  of  the 
building.  Building  improvements  and  leasing  fees  totaling  S453.209  were  included  in  the  cost  of  the  building  in  fiscal  year 

2004.  The  three-story  building  provides  office  space  for  approiimately  eight  to  ten  tenants. 

2401  Colonial  Drive  Building 

In  August  |99~.  the  Board  authorized  the  construction  ofan  office  building,  as  a  real  estate  investment  owned  equally  by  the 
Public  Employees'  and  Teachers'  Retirement  funds.  Construction  costs,  including  interest  capitalization,  totaled  $6.481. "41 
as  of  June  30.  2000.  In  fiscal  sear  2005.  parking  lot  resurfacing  and  heating/cooling  system  improvements  of  $48,838  were 
added  to  the  building  cost.  For  fiscal  year  2004.  $55.28'?  was  expended  on  building  landscaping,  leasing  fees,  lighting  and 
construction.  The  three-story  building,  providing  office  space  for  three  tenants,  was  occupied  in  November  1999.  Asof  June 
30.2005,  the  building  carries  a  cost  and  fair  value  of  $7,090,594  and  $7,581,000,  respectively. 

2273  Boot  Hill  Court  Building 

In  August  1999.  the  Board  authorized  the  purchase  of  a  new  office  building  in  Bozeman.  Montana.  I  pon  construction 
completion,  the  Public  Employees'  and  Teachers'  Retirement  funds  purchased  the  building,  in  March  2004.  as  a  real  estate 
investment  with  equal  ownership,  for  $2,051,032.  In  fiscal  year  2005.  telecommunication  system  payments  were  added  to  the 
building  cost  of  $10,238.  The  building,  located  on  stale  school  trust  land,  is  occupied  by  four  state  agencies.    Asof  June  30, 

2005.  the  building  carries  a  fair  value  of  $2,082,014. 

I"12  Ninth  \vcnue  Building 

In  November  2000.  the  Board  reviewed  the  transfer  of  the  Public  Employees'  Retirement  administration  (PERM  office 
building,  located  at  I  "1 2  Ninth  Avenue.  Helena,  to  the  Board  of  Investments.  By  issuance  of  a  corrective  deed,  the  Board  of 
Investments  was  named  owner  and  building  manager  for  the  use  and  benefit  of  the  PERA.  During  fiscal  years  2005  and 
2004.  fire  alarm  system  upgrades  and  parking  lot  improvements  totaling  $12,600  and  $9,525.  respectively,  were  added  to  the 
building  cost  for  a  year  end  book  value  of  $51  l_JI2.    As  of  June  30.  2005.  the  building  is  valued  at  $576J69. 

The  schedule  below  details  the  minimum  future  rentals  for  the  above  buildings  with  non-cancelable  operating  leases  as  of 
June  30.  2005  and  2004: 

Minimum  future  rentals  for  the  vcar  ending  June  30.  2005: 


2006                        200-                         2008                         2009 

2010 

2011  + 

Total 

$705,654               $404,495                $295,823                $243,861 

%2-tSJi] 

$73 1.656 

$2,630,222 

Minimum  future  rentals  for  the  vear  ending  June  30,  2004: 

2005                        2006                         2007                         2008 

2009 

2010 

Total 

$-'3,141                $49^.523                 $442,228                 $308,401 

$243,861 

S980J88 

$3,245..';43 

C^alifornia  Street  Property 

In  December  1998.  the  Board  acquired  a  parcel  of  land  adjacent  to  the  Colonial  Drive  building  to  provide  for  additional 
parking.  This  land  was  purchased  for  $204335.  As  of  June  30.  2005  the  property  carries  a  fair  value  of  $2I0J<2I. 

6.  INVESTMENT  RISK  DlSCLOSl  RES 

Effective  .lune  30.  2005.  the  Board  implemented  the  provisions  of  Ciovernmenlal  Accounting  Standards  Board  (CiASB) 
Statement  No.  40     DetKisit  and  Investment  Risk  Disclosures.    The  financial  statement  disclosures  for  the  vear  ended  June 
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30,  2004  have  been  restated  to  compare  with  the  flnancial  statement  disclosures  for  the  year  ended  June  30,  200S.  The 
investment  risk  disclosures  are  described  in  the  following  paragraphs. 

Credit  Risk 

Credit  risk  is  deflned  as  the  risk  that  an  issuer  or  other  counterparty  to  an  investment  will  not  rulflll  its  obligation.  With  the 
exception  of  the  I'.S.  government  securities,  the  AOF  fixed  income  instruments  have  credit  risk  as  measured  by  major  credit 
rating  services.  This  risk  is  that  the  issuer  of  a  fixed  income  security  may  default  in  making  timely  principal  and  interest 
payments.  The  Board  of  Investment's  policy  requires  AOF  fixed  incomeinvestments,  at  the  time  of  purchase,  to  be  rated  an 
investment  grade  as  defined  by  Moody's  and/or  Standard  &  Poor's  (S&P)  rating  services.  The  L'.S.  government  securities 
are  guaranteed  directly  or  indirectly  by  the  U.S.  government.  Obligations  of  the  l.S.  government  or  obligations  explicitly 
guaranteed  by  the  I'.S.  government  are  not  considered  to  have  credit  risk  and  do  not  require  disclosure  of  credit  qualitv .  The 
credit  ratings  presented  in  the  following  table  are  provided  by  S&  P's  rating  services.  If  an  S&P  rating  is  not  available,  a 
Moody's  rating  has  been  used. 

Custodial  Credit  Risk 

Custodial  credit  risk  for  investments  is  the  risk  that,  in  the  event  of  the  failure  of  the  counterparty  to  a  transaction,  a 
government  will  not  be  able  to  recover  the  value  of  the  investment  or  collateral  securities  that  are  in  the  possession  of  an 
outside  party.  As  of  June  30, 2005  and  2004,  all  the  fixed  income  and  other  equity  securities  were  registered  in  the  nominee 
name  for  the  Montana  Board  of  Investments  and  held  in  the  possession  of  the  Board's  custodial  bank.  State  Street  Bank. 
The  Equity  Index,  Real  Estate,  Mortgage  and  Loan  investments  are  registered  in  the  name  of  the  Montana  Board  of 
Investments.  The  US  Bank  Municipal  Investors  Account,  State  Street  and  US  Bank  repurchase  agreements  were  purchased 
in  the  State  of  Montana  Board  of  Investments  name. 

Concentration  of  Credit  Risk 

Concentration  of  credit  risk  is  the  risk  of  loss  attributed  to  the  magnitude  of  a  government's  investment  in  a  single  issuer. 
With  the  exception  of  one  fund,  the  19  remaining  Investment  policy  statements  for  various  state  agencies  do  not  address 
concentration  of  credit  risk.  One  fund  requires  credit  risk  to  be  limited  to  3  percent  in  any  one  name  except  AAA  rated 
issues  will  be  limited  to  6%.  Investments  issued  or  explicitly  guaranteed  by  the  U.S.  government  and  investments  by  various 
state  agencies,  pooled  as  the  All  Other  Funds,  are  excluded  from  the  concentration  of  credit  risk  requirement. 

Interest  Rate  Risk 

Interest  rate  risk  is  the  risk  that  changes  in  interest  rates  will  adversely  affect  the  fair  value  of  an  investment.  The  All  Other 
Funds'  investment  policies  do  not  formally  address  interest  rate  risk.  In  accordance  with  GASB  Statement  !No.  40,  the  Board 
has  selected  the  effective  duration  method  to  disclose  interest  rate  risk.  This  method,  as  provided  by  our  custodial  bank,  is 
"An  option-adjusted  measure  of  a  bond's  (or  portfolio's)  sensitivity  to  changes  in  interest  rates.  Duration  is  calculated  as  the 
average  percentage  change  in  a  bond's  value  (price  plus  accrued  interest)undershiftsof  the  Treasury  curve  plus/minus  100 
basis  points.  The  effective  duration  method  incorporates  the  effect  of  the  embedded  options  for  bonds  and  changes  in 
prepayments  for  mortgage-backed  securities  (including  pass-throughs,  CMOs  and  ARMs)." 

As  of  June  30, 2005,  the  AOF  portfolio  did  not  hold  any  structured  financial  instruments  known  as  REMlCs  (Real  Estate 
Mortgage  Investment  Conduits).  REMICs  are  pass-through  vehicles  for  multiclass  mortgage-backed  securities.  Strip 
investments  represent  the  separate  purchase  of  the  principal  and  interest  cash  fiows  of  a  mortgage  securit)'.  As  of  June  30, 
2004,  the  AOF  portfolio  held  a  REMIC  with  an  amortized  cost  of  $15,585,949  as  reported  in  the  I'.S.  government  mortgage- 
backed  categorv.  This  security  paid  off  in  March  2005.  The  REMIC  securities  are  based  on  separate  or  combined  cash  fiows 
from  principal  and  interest  payments  on  underlying  mortgages.  When  underlying  mortgages  are  prepaid,  the  interest  cash 
flows  are  reduced  while  principal  cash  fiows  are  increased.  If  homeowners  pay  on  mortgages  longer  than  anticipated,  the 
cash  now  effect  would  be  the  opposite. 

Corporate  asset-backed  securities  are  based  on  cash  fiows  from  principal  and  interest  payments  on  underlying  auto  loan 
receivables,  credit  card  receivables,  and  other  assets.  These  securities,  while  sensitive  to  prepayments  due  to  interest  rate 
changes,  have  less  credit  risk  than  securities  not  backed  by  pledged  assets. 

State  of  Montana  investments  are  categorized  below  to  disclose  credit  and  interest  rate  riskasof  June  30, 2005  and  June  30, 
2004.  Credit  risk  reflects  the  bond  quality  rating,  by  investment  type,  as  of  the  June  30  report  date.  Interest  rate  risk  is 
disclosed  using  effective  duration.  If  a  bond  investment  type  is  unrated,  the  quality  type  is  indicated  by  NR  (not  rated). 
Both  the  credit  quality  ratings  and  duration  have  been  calculated  excluding  cash  equivalents.  If  duration  has  not  been 
calculated,  duration  is  indicated  by  NA  (not  applicable). 
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Credit  Quality  Rating  and  EfTeclive  Duration  as  of  June  30,  2005 


Security  ln\estmenl  l\nt 

Corporate  Bonds  (Rated) 
U.S.  Government  Direct-Backed 
U.S.  Co\ eminent  Indirect-Backed 
Slate  Street  Repurchase  Agreement'  (Rated) 
US  Bank  Sweep  Repurchase  Agreement"" 
Total  Fixed  Income  Investments 

Direct  Investments 
tquit>  Index  Fund 
Equity  Other 
Real  Estate 

MT  Mortgages  and  Loans 
Total  Direct  Investments 

TOTAL  INVESTMENTS 

Securities  Lending  Collateral  Investment  Pool 

■  At  Junf  30.  2005.  the  Slair  Slrcrt  Bank  repurchase  agreement  »a$  rollateralized  al  SI 0.60". P''  b\  a  W  \  rated  Federal  Home  l-oao 
MongaKe  C  orporatiun  note  maturing  hebruan  15.  2006. 

"\t  June  JO.  2005.  the  (  S  Bank  repurchase  agreement,  per  contracl.was  collalerah/ed  at  102*/*  for  SI 6.874.485  bv  Federal  Home  Loan 
\tortf>a£e  C  orporalion  RFMIC  s  maturing  September  15.  2032  and  Sovemt>er  15.  2033.  These  securities  cairv  a  \.\.\  credit  qualits  ratine. 

Credit  Quality  Rating  and  Effective  Duration  as  of  June  30,  2004 


Credit 

Oualils 

Fffective 

Fair  \  aliie 

Katini: 

Dunitinn 

s 

344,153.594 

A 

3.83 

72,631,014 

AAA 

3J5 

634,726,860 

AAA 

2.74 

I0J50.520 

\A- 

NA 

I6„542,234 

NR 

M 

s 

1,078,404.222 

AA 

2.22 

s 

76,737,097 

140 

16,474.430 

306,l64,"-'8 

s 

39')J-6.445 

s 

1.477.780.667 

s 

2IIM2£.QM 

\R 

NA 

Securitv  Investment  Tvne 

Corporate  Bonds  (Rated) 
U.S.  Government  Direct-Backed 
U.S.  Government  Indirect-Backed 
IS  Bank  Ssvcep  Repurchase  Xgreement 
Municipal  Investor  Accuunt" 
Total  Filed  Income  Investments 

Direct  Investments 
Kqultv  Index  Fund 
Equity  Other 
Real  Estate 

MT  Mortgages  and  Loans 
Total   Direct  Investments 

roi  M.IWESTMENTS 


Fair  \  alue 


Credit 
Quality 
Ralino 


Fffective 
Duration 


s 

346,945,807 

A 

4.09 

77,292383 

AAA 

4.54 

445^88,148 

AAA 

3.27 

0 

\A 

NA 

3-,847.5-'6 

NR 

M 

s 

90"J73,9|4 

AA 

121 

s 

72,I38J74 

23 

16J!42.050 

345,482,.507 

$ 

433,862,954 

s 

1.341.236.868 

Securities  Lending  Collateral  Investment  Pool 


226.699.848 


NR 


NA 


■\t  June  30.  2004.  the  Minicipal  Insestor  \ccoigt  »as  collaleraliied  at  SIU.6"<).')I6  bs  \\\  rated  ("NVt  \  FN(  I  pools  matuni.t  on  \pr4l1, 
and  Mas  1.2033.    this  account,  cosered  bs  SIOO.OOO  from  the  FIH(   (Federal  Deposit  Insurance  (orporalioni.  was  closed  Februars  211.2005. 
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Specific  Legal  and  Credit  Risk 

As  of  June  30, 2005.  Delta  Airlines  Corp.  presented  a  higher  credit  risk  to  the  Board.  The  AOF  portfolio  holds  $10  million 
par  6.417%  Delta  Airlines  Corp.  bond  maturing  July  2, 2012.  The  book  value  of  this  security  was  $9,968,673  as  of  June  30, 
2005.  This  issue  is  insured  by  MBIA  Insurance  Corp  to  support  the  payment  of  any  interest  due  and  outstanding  principal 
balance.  The  company  filed  for  Chapter  1 1  bankruptcy  protection  on  September  14, 2005.  Since  this  issue  is  insured,  the 
Board  did  not  stop  interest  income  accrual  or  reduce  the  book  value. 

As  of  June  30,  2005,  Northwest  Airlines  Inc.  presented  a  higher  credit  risk  to  the  Board.  The  AOF  portfolio  held  a 
$4,137,515  par  6.81%  Northwest  Airlines  Inc.  bond  maturing  February  I,  2020.  The  book  value  of  this  security  was 
$4,084,548  as  of  June  30, 2005.  Due  to  the  company's  filing  for  Chapter  1 1  bankruptcy  protection  on  September  14.  2005, 
the  Board  stopped  the  interest  income  accruals  after  the  August  2005  pay  date.  This  issue  was  sold  on  September  20,  2005 
generating  a  loss  of  $358,311.  The  sale  included  accrued  interest  from  August  1,  2005  to  September  20,  2005. 


7.     MONTANA  MORTGAGES  AND  LOANS 

The  Montana  mortgages  and  loans  portfolio  is  shown  below. 

Montana  Mortgages  and  Loans 


2005 
Book  Value 


[Multifamily  Commercial  Loans 


2004 
Book  \'alue 


0    $ 


[Residential  Mortgages 


92,939,453 


4,105,800 


119,513,572 


Science  and  Technology  Alliance 
Department  of  Natural  Resources  '^' 
Department  of  Justice 
Montana  Facility  Finance 
Local  Government  Infrastructure 
Value-added  Loans 
Department  of  Revenue  '  ' 
Commercial  Loans 


5,046,515 

41,896,024 

2,112,000 

47,482 

5,659,452 

11,104,002 

0 

146,488.105 


13,959,035 

44,546,088 

2,037,000 

943,904 

8,298,805 

9,202.821 

5,698,442 

137,175,547 


Permanent  Coal  Trust  Loans 


212353.581 


221,861.642 


[Total  Montana  Mortgages  and  Loans 


305.293.033    $  345.481.014 


(1)  The  Montana  Science  and  Technolog\  Alliance  (MSTA)  loans  Include  funding  for  research  and  development,  mezzanine  and  seed  capital 
loans. 

{2}  In  accordance  with  Senate  Bill  495  enacted  by  the  2001  Legislature,  the  Coal  Severance  Tax  Permanent  Trust  loaned  483.604  TFBP  shares, 
with  a  book  value  of  S46.366.904.  to  the  Department  of  [Natural  Resources,  Trust  and  Legacy  fund  on  July  2.  200L  The  loan  proceeds  were 
deposited  in  the  Trust  and  Legacy  Fund.  \  loan  receivable  was  recorded  in  the  Coal  Severance  Tax  Permanent  Trust  and  a  corresponding 
liability  was  recorded  in  the  Guarantee  Fund,  a  General  Fund  sub-fund.  The  August  2002  Special  Legislative  Session  approved  the  request  to 
record  this  activity  in  a  state  special  revenue  fund  of  the  Office  of  Public  Instruction  rather  than  in  the  Guarantee  Fund.  On  June  30.  2004.  the 
Trust  and  Legacy  Fund  paid  $1,820,816  to  the  Coal  Severance  Tax  Permanent  Trust  reducing  the  TFBP  shares  on  loan  to  464.613  with  a 
corresponding  book  value  of  S44. 546.088.  During  fiscal  year  2005.  the  Trust  and  Legacy  Fund  paid  52,650.063  to  the  Coal  Severance  Tax 
Permanent  Trust  reducing  the  TFBP  shares  on  loan  to  436,973  with  a  corresponding  book  value  of  S41.896.024. 

(3)  On  August  26.  2004.  the  Board  voted  to  increase  the  Department  of  Re^enue  loan  commitment  to  S17  million.  This  loan  provides  funding 
for  the  Department  of  Revenue's  POINTS  Computer  System  replacement  project.  IRIS.  The  balance  as  of  July  I.  2004  was  S5. 698.442.  During 
fiscal  year  2005.  (he  Board  authorized  S8,738,505  in  fundings  and  received  principal  payments  of  S14.436,947.  On  June  15,  2005.  the  IRIS  loan 
was  paid  off. 


8. 


DEUTSCHE  BANK  SECURITIES,  INC.  COMPLAINT 


The  Board  received  a  summons  and  complaint,  dated  September  3, 2002,  regarding  the  sale  of  a  Pennzoil  Quaker  State,  S2 
million  par,  6.75%  corporate  bond  maturing  April  1,2009.  Deutsche  Bank  Securities  claims  a  "breach  of  contract"  for  the 
March  25,  2002  sale  of  the  bond  at  a  price  of  $94,669  plus  accrued  interest.  Deutsche  Bank  Securities  seeks  damages  of 
$215,453  for  the  additional  costs  incurred  to  acquire  the  bond  from  third  parties,  plus  any  statutory  interest,  costs  and 
expenses.     On  October  1,  2002,  Shell  Oil  Company  acquired  Pennzoil  and  subsequently  announced  a  public  tender  of 
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Pennzoil  Quaker  Stale  debt.  The  Board  tendered  the  Pennzoil  Quaker  State  holdings  on  October  8,  2002  at  a  price  of 
$1 13.099.  The  tender  was  accepted  »ith  a  settlement  date  of  November  I.  2002.  On  November  4,  2002.  the  Board  received 
$2^73^30  in  principal  and  interest  plus  $60,000  as  a  consent  fee.   As  of  September  23.  2005,  this  matter  is  still  pending. 

9.  LOAN  Gl  AR.ANTEtS 

As  of  June  30,  2005,  loan  guarantees  provided  b)  the  Coal  Severance  lav  Permanent  Trust  to  the  Enterprise  Kund  and  the 
Montana  Facility  Finance  Authority  total  SI  30,476.64 1.  Board  of  Investment  exposure  to  bond  issues  of  the  Enterprise  Fund 
isS85, 160,  000  while  exposure  to  bond  issues,  surely  bonds  and  designated  loans  of  the  Facility  Finance  Aulhorily  is  S45JI6, 
641. 

.As  of  June  30,  2004,  loan  guarantees  provided  by  theC  oal  Severance  Tax  Permanent  Trust  to  the  Enterpri.se  Fund  and  the 
Montana  Facility  Finance  Authority,  totaled  $126,787,072.  Board  of  Investment  exposure  to  bond  issues  of  the  Enterprise 
Fund  was  $92,052,796  while  exposure  to  bond  issues,  surely  bonds  and  designated  loans  of  the  Facility  Finance  Authority 
was  534,734  J  76. 


10. 


BLOOMBERG  PORTFOLIO  ORDER  MANAGEMENT  SYSTEM  (POMS) 


In  July  2005,  the  Board  agreed  to  lease  a  Portfolio  Order  Management  System  (POMS)  from  Bloomberg  Financial  Serv  ices. 
This  electronic  securities  trading  system  reduces  trading  lime  and  paperwork,  increases  trading  and  accounting  accuracy, 
and  provides  certain  controls  not  previously  available.  The  Board  has  been  using  the  basic  Bloomberg  Financial  Network 
Services  for  many  years  and  alreadv  leased  the  hardware  required  to  implement  the  trading  system. 

The  trading  system  will  serve  the  Board's  internally  managed  portfolios  and  will  be  phased  in  as  training  is  completed. 
Electronic  trading  began  with  the  internally-managed  component  of  the  Montana  Domestic  Equity  Pool  in  August  2005. 
Electronic  trading  for  the  .Short  Perm  Investmenl  Pool  will  be  next  followed  by  the  other  fixed  income  portfolios  managed  by 
Board  Staff. 


II. 


CLASS  ACTION  LITIGATION 


In  April  2005,  the  Board  signed  a  contract  with  the  law  firm  Barrack.  Rodos&  Bacine  to  ensure  that  the  Board  participates 
in  all  class  action  litigation  to  which  it  is  entitled  to  participate.  Historically,  the  Board,  by  agreement  with  its  custodial 
bank.  Slate  Street  Bank,  has  relied  on  State  Street  staff  to  complete  and  file  class  action  claims  on  the  Board's  behalf 

While  State  Street  Bank  will  continue  to  complete  these  duties,  the  law  firm  will  monitor  transactions  that  may  entitle  the 
Board  to  be  a  party  in  any  class  action  litigation.  The  law  firm  will  access  Board  portfolios  and  securities  transactions  on  the 
.Stale  Street  accounting  system  using  the  INSIGHI  down  load  function.  The  law  firm  will  then  request  written 
documentation  from  the  Bank  proving  the  claims  have  been  filed. 

Class  action  litigation  results  from  fraudulent  activity  damaging  the  Board's  inveslmenls.  While  the  Board  has  never 
pursued  becoming  a  lead  plaintiff  in  class  action  litigation,  the  law  firm  contract  permits  the  Board  to  become  a  lead  or  co- 
lead  plaintiff  in  these  instances.  I  nder  certain  circumstances  the  Board's  fiduciary  responsibility  may  require  it  to  act  as  a 
lead  or  co-lead  plaintiff  to  recover  funds  lost  to  fraud  or  other  questionable  activity. 


12. 


YEAR  END  PORTFOLIO 


The  June  30,  2005  All  Other  Funds  portfolio  is  listed  below.  The  security  type  percentage  is  based  on  the  fair  value  ratio  of 
the  specific  category  of  securities  to  the  total  portfolio 


NtCuriH  N«I1K 


STATH  STREET  REPURCHASE  AGREEME^a 
US  BANK  SWEEP  REPURCHASE  AGREEMENT 


2  250 
3000 


07/01/05 
07/O1/05 


10.350.520 

is.54:.:34 


Rook  \  aluc 


10.350.520 

I^,54:.:J4 


Fair  \  alut 


10.350.520 

|^..'i4:.;34 


Totil 

0  70»i 


CASH  EQl  IVALEVTS 


ujinrf-* 


26J92,7.M 


26J92,754 


1. 12*' 


AA    FT  WORTH  HO  FINANCE  TRUST 

ABBCjrr  LABS 

AMERICAN  AIRLINE  EyflPMENT  TRUST 

AMERICAN  GENERAL   FINANCIAL  CORP 

BANK  AMERICA  CORP 

BANK  AMERICA  CORP 

BANK  ONE  CORP 

BANKBOSrONNA 

BORG  WARNER  AUTOMOTIVE  INC 


5500 

10«5/I0 

10.462.276 

I0.46:j76 

IO.I80.S4I 

Obf. 

3500 

02/17/TO 

10.000.000 

9.%1.5«4 

'>.80^.')01 

OftfcS 

6977 

05/23/21 

3.569.221 

3>>0.360 

3.2g3.6S4 

022X 

4(75 

05/IVIO 

5.000.000 

4.999.319 

5.067.910 

0  34S 

3375 

02/17/09 

5.000.000 

4.9JI.I30 

4.871.012 

0  33S 

5  375 

06/IVI4 

5.000.000 

4.959.012 

5J00.506 

0  36S 

6250 

02/l5A)t 

2.000.000 

I.O57.I00 

2.100.315 

0I4S 

6  375 

OVlilW 

2.000.000 

1. 951.917 

2.114.432 

0  I4S 

7000 

ll/OI«6 

4.000.000 

4.019.972 

4.I43.74« 

0  2IS 
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Securit\'  N«mf 


Coupon         Maturity  Par 


Book  \  aluc 


Fair  \  alue 


%of 
Total 


BURLINGTON  NORTHERN  RR  CO  EQUIPMENT  TRUST  6  940  01/02/14  3,194,089  3,194,089  3,727,671  0.25% 

BURLINGTON  NORTHERN  SANTA  FE  EQUIPMENT  TR  7  160  01/02/20  4,373,523  4.373,523  5,019^213  0.34% 

CIT  GROUP  EQUIPMENT  TRUST  6  490  01/05/21  7,337,858  7,337,858  8,115,599  0  55% 

CIT  GROUP  INC  5,750  09/25/07  5,000,000  5,095,475  5,161,228  0  35% 

CSX  CORP  7.450  05/01/07  5,000.000  4.998.615  5,292,266  0.36% 

CENTEX  CORP  5  700  05/15/14  3,000,000  2,996,337  3,116,422  0.21% 

CITIGROUP  INC  5.750  05/10/06  1,000,000  999,985  1.017,547  0.07% 

CITIGROUP  INC  6.000  02/21/12  5,000,000  4,998,771  5,464,327  0.37% 

CITIGROUP  INC  3.625  02/09/09  5,000,000  4,991,337  4.908,479  0  33% 

CONTINENTAL  AIRLINES  EQUIPMENT  TRUST  6  563  08/15/13  5,000,000  5,018,716  5,313.981  0.36% 

COUNTRYWIDE  HOME  LOANS  INC  2  875  02/15/07  8,000.000  7.993.952  7.837.391  0  53% 

COX  COMMUNICATIONS  INC  4.625  01/15/10  3.000.000  2.997.213  2.992.080  020% 

DELTA  AIR  LINES  INC  EQUIPMENT  TRUST  6417  07/02/12  10,000.000  9.968.673  10.520,492  0  71% 

DETROIT  EDISON  CO  5.200  10/15/12  5.000,000  4,949,489  5,199,202  0.35% 

DONNELLEY  RR  +  SONSCO  4.950  04/01/14  5.000,000  4.817.234  4.877,215  0.33% 

ENTERGY  ARKCANSAS  INC  4.500  06/01/10  3.000.000  2,986,942  3,000,587  0  20% 

FIRST  CHICAGO  CORP  6.375  01/30/09  2.000,000  1,930,917  2,143,322  0  15% 

FIRST  UNION  CORP  7.050  08/01/05  5,000,000  4.999.488  5,016.157  0.34% 

FORD  MOTOR  CREDIT  5.800  01/12/09  5,000.000  5,062,588  4,748,047  0.32% 

FORD  MOTOR  CREDIT  5.700  01/15/10  5,000,000  4,969,557  4,603,674  0.31% 

GALENA  CDO  TRUST  VAR  01/11/13  4.000,000  4,000,000  4,000,000  0.27% 

GENERAL  ELECTRIC  CAPITAL  CORP  4.375  11/21/11  2.000,000  1,996,710  1,995,187  0.14% 

GENERAL  ELECTRIC  CAPITAL  CORP  5.375  03/15/07  10.000.000  10.108.747  10,233,472  0.69% 

GENERAL  MOTORS  ACCEPTANCE  CORP  7.500  07/15/05  9,000,000  8,999,934  9,008.121  061% 

GENERAL  MOTORS  .ACCEPTANCE  CORP  6  125  08/28/07  5,000,000  5,003.953  4,937,581  0  33% 

GENERAL  MOTORS  ACCEPTANCE  CORP  5.625  05/15/09  7,000,000  7,042.033  6.504.649  0  44% 

GOLDMAN  SACHS  GROUP  INC  3.875  01/15/09  5.000.000  5,040,135  4,928,119  0.33% 

HOUSEHOLD  FINANCE  CORP  6.875  03/01/07  3,000.000  2.982.578  3.136.930  0.21% 

HOUSEHOLD  FINANCE  CORP  4.750  05/15/09  1.000.000  999.330  1.015.617  007% 

IBP  FINANCIAL  CO  7  450  06/01/07  4.000,000  3,999,471  4.166.280  0  28% 

ING  SECURITY  LIFE  INSTITUTIONAL  FUND  4.250  01/15/10  3,000,000  2.994,041  2,991,864  0.20% 

INTERNATIONAL  LEASE  FINANCE  CORP  4.550  10/15/09  5,000,000  5,112,117  5,046,075  0.34% 

J  P  MORGAN  CHASE  +  CO  5  350  03/01/07  5.000,000  4,991,653  5,1I0J!39  0.35% 

J  P  MORGAN  CHASE  +  CO  3.500  03/15/09  10.000.000  9.955.983  9.736.730  0  66% 

J  P  MORGAN  CHASE  COMMERCIAL  MORTGAGE  TRT  4  200  07/12/35  20,545,739  20,640,358  20,474,832  1.39% 

J  P  MORGAN  CHASE  COMMERCIAL  MORTGAGE  TRT  3  053  01/15/38  2,672,372  2,680,027  2,600,771  0  18% 

KCT INTERMODAL  EQUIPMENT  TRUST  6  884  08/01/18  3,472,533  3,472,533  3,851,325  0  26% 

KEY  BANK.  4.412  03/18/08  5,000,000  5,000.000  5,021,160  0.34% 

KRAFT  FOODS  INC  4,125  11/12/09  3,000,000  2.987,238  2,974,542  0  20% 

LEHMAN  BROTHERS  HOLDINGS  INC  3  950  11/10/09  3,000,000  2,994.785  2,958,429  0.20% 

MARSH  +  MCLENNAN  COS  INC  7  125  06/15/09  3,000,000  2,997,057  3,245,560  0.22% 

MERRILL  LYNCH  +  CO  INC  4  125  01/15/09  5,000,000  4,997,923  4,978,323  0.34% 

METLIFEINC  5.000  11/24/13  5.000,000  4,959,645  5,086,030  0.34% 

MORGAN  STANLEY  4.000  01/15/10  5,000,000  4,963,572  4,915,081  0  33% 

NATIONWIDE  FINANCIAL  SERVICES  INC  6.250  11/15/11  5,000,000  5.261.827  5.446.327  0.37% 

NORTHWEST  AIRLINES  EQUIPMENT  TRUST  6.810  02/01/20  4.137,515  4,084,548  3,573,779  0  24% 

OLD  REPUBLIC  INTERNATIONAL  CORP  7  000  06/15/07  3,000,000  2,999,683  3,159,126  021% 

PNC  FUNDING  CORP  4  200  03/10/08  5,000,000  4.997,892  5.001.510  0  34% 

PPL  MONTANA  LLC  8.903  07/02/20  4.112.337  4.112,337  4,926,167  0.33% 

PANAMERICAN  BEVERAGES  INC  7  250  07/01/09  2,000,000  1,975,727  2,180.359  0.15% 

ALTRIA  GROUP  INC  7.650  07/01/08  5.000.000  5,365,479  5,420.418  0.37% 

PRINCIPAL  LIFE  GLOBAL  FUNDING  5.125  10/15/13  5,000.000  4.993.908  5.153.799  0  35% 

SOUTHWEST  GAS  CORP  8.375  02/15/11  4.000.000  3,996,563  4,685,173  0  32% 

UNION  PACIFIC  CORP  6.400  02/01/06  5,000,000  4,997,711  5,080,689  0  34% 

UNION  TANK  CAR  CO  7.125  02/01/07  2,000,000  1,999,661  2,091,435  0  14% 

WACHOVIA  CORP  4  950  11/01/06  3,000.000  2.998.243  3,044,399  0  21% 

WASHINGTON  MUTUAL  INC  4.200  01/15/10  5,000,000  4.993,147  4,960.040  0.34% 

WELLS  FARGO  +  CO  5.900  05/21/06  1.000.000  999,781  1.019.382  0  07% 

WELLS  FARGO  +  CO  4.625  04/15/14  5,000.000  4,810.795  5.035,799  0.34% 

WESTERN  PROPERTIES  REIT  7200  09/15/08  1,000,000  981,031  1,081,054  0  07% 

WYETH  5.500  02/01/14  5,000,000  4,991.691  5.256.112  0.36% 

ZIONS  BANCORPORATION  5  650  05/15/14  3.000,000  2.996.545  3.176.706  021% 


CORPOR.\TE  BONDS  (RATED) 


337.877.465 


338,016.993 


344.153,594 


23.29% 


ENSCO  OFFSHORE  CO  XI  USGG 
GLOBAL  INDUSTRIES  LTD  XI  USGG 


6.360 
7  710 


12/01/15 
02/15/25 


10.500.237 
4.000,000 


10,500.237 
4,000.000 


11.474.554 
4.000,000 


0  78% 
0.27% 
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Security  Name 


MAYBANK  NAVIGATION  LLC  XI  USGG 
NORTH  AMERJCAN  SHIP  BUILDING  XI  USGG 
ROWAN  COS  INC  XI  USGG 
TRICO  MARINE  INTERNATIONAL  XI  USGG 
MAY  BANK  NAVIGATION  CO  LLC  XI  USGG 
UNITED  STATES  TREASURY  NOTES 
UNITED  STATES  TREASURY  NOTES 
UNITED  STATES  TREASURY  NOTES 
UNITED  STATES  TREASURY  NOTES 


7  620 
5840 
3  880 
6  080 
5900 
3000 
2500 
3000 
3  125 


07/25/20 
02/15/06 
03/15/12 
09/01/06 
09/16/13 
02/15/09 
09/30A)6 
ll'3l/06 
01/31/07 


3.875.C00 
644.000 
15.907,000 
1.875.000 
2J58.000 
2.000.000 
10.000.000 
10,000.000 
10.000,000 


3,875,000 
644.000 
15,907.000 
1,875,000 
2^58,000 
1.946.203 
9.895,865 
9,965,678 
9,958,128 


4,096J24 
644.000 
16,633,473 
1,875,000 
2258,000 
1.953J82 
9,867.188 
9.908.200 
9.921.094 


Toul 

U  28% 

0  04S 

1  13% 
0  13% 
0  15% 
0  13% 
0  67% 
0  67^. 
0  67'/. 


I  .S.  GOVERNMENT  DIRECr-BACKED 


7I.0J9J37 


70J2S.II2 


T2,UI.0I4 


4.91% 


FEDERAL  HOME  LOAN  MORTGAGE  CORP  4  750  10/11/12  20.000.000  19,948.658  20,026.502  136% 

FEDERAL  HOME  LOAN  MORTGAGE  CORP  5  125  05/13/13  20.000.000  20,000,000  19.899.992  135% 

FEDERAL  HOME  LOAN  MORTGAGE  CORP  4  000  07/18/18  5.000.000  5.000.000  4.898.311  033% 

FEDERAL  HOME  LOAN  MORTGAGE  CORP  3.050  01/19/07  10.000.000  9.890.715  9.872^95  067% 

FEDERAL  HOME  LOAN  MORTGAGE  CORP  4  100  01/28/14  15.000.000  15.000.000  14,%1.885  101% 

FEDERAL  HOME  LOAN  MORTGAGE  CORP  2  850  02/23A)7  20,000,000  19.984.291  19.664.186  133% 

FEDERAL  HOME  LOAN  MORTGAGE  CORP  3  625  02/15A)7  10.000.000  9.979.557  9,955.714  0  67% 

FEDERAL  HOME  LOAN  MORTGAGE  CORP  4  050  06/28*7  15.000.000  15.000.000  14.990.187  101% 

FEDERAL  HOME  LOAN  PC  POOL  E00247  5  500  I0/0IA)8  199.352  197.773  204.764  001% 

FEDERAL  HOME  LOAN  PC  POOL  E00540  6000  03/01/13  1,656,272  1,652,171  1.7I5JI2  0  12% 

FEDERAL  HOME  LOAN  PC  POOL  E00659  6000  04/01/14  1.720.819  1.719.745  1.782,056  0  12% 

FEDERAL  HOME  LOAN  PC  POOL  G10814  5  500  05/01/13  2,605,431  2,603,895  2,682,678  0  18% 

FEDERAL  HOME  LOAN  PC  POOL  GlOl 73  6000  01/01/09  256,215  255,708  265,172  002% 

FEDERAL  AGRICULTURE  MORTGAGE  CORP  5  300  04/24/06  20.000.000  20.437.532  20.238.782  1  37% 

FEDERAL  FARM  CREDIT  BANKS  3  100  0I/22A)8  10.000.000  9.783.013  9,792J52  0  66% 

FEDERAL  HOME  LOAN  BANKS  4  875  11/15/06  5.000.000  4.980.475  5.068,550  0  34% 

FEDERAL  HOME  LOAN  BANKS  4  875  02/15/07  5.000.000  4.999.642  5,078.711  0  34% 

FEDERAL  HOME  LOAN  BANKS  3  500  08/lSA)6  10,000.000  10.127.398  9.958.662  067% 

FEDERAL  HOME  LOAN  BANKS  2.500  03/15/06  10.000.000  10.015.975  9.913.340  067% 

FEDERAL  HOME  LOAN  BANKS  2  375  02/15/06  15.000.000  15.001.629  14.873,057  101% 

FEDERAL  HOME  LOAN  BANKS  2  250  05/15/06  10,000,000  9.990.323  9,865.126  067% 

FEDERAL  HOME  LOAN  BANKS  4  125  08/13/10  20.000,000  19.981.588  20.041,940  136% 

FEDERAL  HOME  LOAN  BANKS  3  625  1 1/I4«8  10,000,000  9,984,413  9,916,919  067% 

FEDERAL  HOME  LOAN  BANKS  2  750  11/15/06  10.000.000  10.034.868  9.846.188  067% 

FEDERAL  HOME  LOAN  B.WKS  3  250  02/26A)7  10.000,000  10,001,980  9,909,400  0  67% 

FEDERAL  HOME  LOAN  BANKS  3  375  09/14/07  10,000,000  10,054J59  9,907.155  067% 

FEDERAL  HOME  LOAN  BANKS  3  750  09/29/06  20.000.000  19.947.220  19.961.464  135% 

FEDERAL  HOME  LOAN  BANKS  3  750  W/VMS  15.000.000  14.993.571  14.965.755  101% 

FEDERAL  HOME  LOAN  BANKS  4  000  03/30A)7  25.000.000  25.000.000  24.958.150  169% 

FEDERAL  HOME  LOAN  MORTGAGE  CORP  5  625  03/15/11  10.000.000  10,053,084  10.784,478  0  73% 

FEDERAL  HOME  LOAN  MORTGAGE  CORP  6000  06/15/11  15,000,000  14,992,083  16,504,604  112% 

FEDERAL  HOME  LOAN  MORTGAGE  CORP  3.625  09/l5A)8  14,000.000  I4.046J84  13.884.654  094% 

FEDERAL  HOME  LOAN  MORTCiAGE  CORP  2  125  II/I5A)5  7.000.000  6.999.520  6.961.554  047% 

FEDERAL  HOME  LOAN  MORTGAGE  CORP  2  875  05/15/07  10.000.000  9.971.983  9.833,%3  067% 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  4  300  0SA)SA)8  10,000,000  10,026.561  9.999.469  0  68% 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  4.000  05/W/07  10.000.000  10.005.603  9.990.838  0  68% 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  5  750  02/15/08  5.000.000  5J47,437  5.233.298  035% 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  6  000  05/15/08  5.000.000  4.937.509  5.284.351  0  36% 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  0010  06A)I/I7  I4.6O0.00O  6.828.639  8.530.955  0  58% 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  7.250  OI/IVIO  8.000.000  8.261.878  9,068,630  061% 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  6625  10/15/07  15.000.000  15.636,056  15,903,828  108% 

FEDERAL  NAnONAL  MORTGAGE  ASSOCIATION  6625  11/15/10  10.000.000  10.233.653  11024.583  0  76% 

FEDERAL  NATION M  MORTGAGE  ASSOCIATION  6000  I2/I5A)5  2.000.000  2,003J60  2.021.570  0  14% 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  5  250  06/l5A)6  5.000.000  5.010.123  5.066,713  0  U\ 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  3  250  II/ISA)7  10.000.000  9.931  J4I  9.865,155  067% 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  4  375  07/17/13  20.000.000  I9.368J41  19.704.888  133% 

FEDERAL  NATIONAL  MORTGAGE  ASS<X'lAnON  3  375  12/15A)8  15.000.000  14.904.253  14.735.168  100% 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  4  125  04/1VI4  10.000.000  9.431.702  9.928J86  067% 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  3  010  06A)2A)6  15,000,000  14.996.764  14.891.045  101% 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  3000  08/IS«7  10.000.000  9.958.050  9.827.943  067% 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  J  550  I  I/I6«7  10.000.000  10,000,000  9.925.760  0  67% 

FEDERAL  NATIONAL  MORTGAGE  ASSfXTATION  5  875  02/I4AI6  5.000.000  4.982.242  5.065.701  0  34% 

FEDERAL  NATIONAL  MORTOACiFASStX'lATION  2  200  \2A)*I06  20.000.000  19.644.483  I9.538.944  132% 

FEDERAL  NATIONAL  MORTGAGE  ASStXTATlON  3  310  01/26*7  15.000.000  14.956.131  14.869.223  101% 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  3  250  05/11*7  15,000.000  14,991  J80  14.845,932  100% 
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Stcurit\'  Name 


FNMA 
FNMA 
FNMA 
FNMA 
FNMA 
FNMA 
FNMA 
FNMA 


POOL  190985 
POOL  254140 
POOL  254233 
POOL  254631 
POOL  303590 
POOL  3 13999 
POOL  572220 
POOL  592327 


CouDon 

MaturiK 

Par 

Book  \  aluc 

Fair  Value 

%of 
Total 

7.500 

08/01/09 

506.421 

506.421 

638J258 

004% 

5.500 

01/01/17 

9.231.715 

9.199,854 

9.493.160 

054% 

5  000 

03/01/17 

6.753.336 

6,560,709 

6.847.513 

045% 

5.000 

02/01/18 

5.553.71 1 

5.602.747 

5.522.478 

038% 

7.000 

11/01/10 

746.665 

745.554 

783.152 

005% 

6000 

02/01/13 

914,575 

911,107 

947.263 

006% 

6.000 

03/01/16 

515.944 

514,736 

534.062 

004% 

5  500 

06/01/16 

1,121.856 

1.100.354 

1.154.339 

008% 

2273  BOOT  HILL  COURT.  BOZEMAN  MONTANA 
CALIFORNIA  STREET.  HELENA  MONTANA 
2401  COLONIAL  DRIVE.  HELENA  MONTANA 
1712  NINTH  AVENUE,  HELENA  MONTANA 
100  NORTH  PARK  AVENUE.  HELENA  MONTANA 


I  .S.  GOVERNMENT  INDIRECT-BACKED 

637.482.320 

629J27J49 

634,726.860 

42.95% 

S&P  500  INDEX  BGI  FUND  B 

NA 

NA 

480.587 

68.406.676 

76.737,097 

5  19% 

EQLITV  INDEX  FUND 

480.587 

68.406.676 

76,737.097 

5.19% 

MONOGENESIS  CORP 
OCEAN  WEST  HOLDING  CORP 

NA 

NA 

NA 
NA 

1 
100 

0 
15 

0 
140 

0  00% 
0  GO"'. 

EQl  IT^  OTHER 

101 

15 

140 

0,00% 

MONTANA  RESIDENTIAL  MORTGAGES 
MONTANA  PERMANENT  COAL  TAX  TRUST  LOANS 

NA 
NA 

NA 
NA 

92.939.453 
212.353.581 

92.939.453 
212.353,581 

93.811.197 
212,353,581 

6,35% 
1437»/<, 

MORTGAGES/LOANS 

305,293.033 

305,293,033 

306,164.778 

20,72% 

NA 

NA 

2.073.887 

2.073.887 

2.082.014 

0  14% 

NA 

NA 

204,835 

204,835 

210.521 

0  01% 

NA 

NA 

7,090,594 

7.090.594 

7,581.000 

051% 

NA 

NA 

511,312 

511.312 

576.359 

0  04% 

NA 

NA 

6.435,601 

6.435.601 

5.024.526 

041% 

EQl  IT^  REAL  ESTATE 


16,316.230 


16.316.230 


16.474.430 


TOTAL  ALL  OTHER  FUNDS 


1.455,078,161        1.477,780.667 
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LEGISLATIVE  AUDIT  DIVISION 


Scott  A.  Seacat,  Legislative  Auditor 
John  W.  Northey,  Legal  Counsel 


Deputy  Legislative  Auditors: 

Jim  Pellegrini,  Performance  Audit 

Tori  Hunthausen,  IS  Audit  &  Operations 

James  Gillett,  Financial-Compliance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Net  Assets  of  the  Enterprise  Fund  of  the  state  of 
Montana  Board  of  Investments  as  of  June  30,  2005,  and  2004,  and  the  related  Statement  of  Revenues, 
Expenses,  and  Changes  in  Fund  Net  Assets  and  Statement  of  Cash  Flows  for  the  fiscal  years  then 
ended.  These  financial  statements  are  the  responsibility  of  the  Board  of  Investments'  management.  Our 
responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  auditing  standards  generally  accepted  in  the  United  States 
of  .\merica.  Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance 
about  whether  the  financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining, 
on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  fmancial  statements.  .\n  audit 
also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  statement  presentation.  We  believe  that  our  audit  provides  a 
reasonable  basis  for  our  opinion. 

As  discussed  in  note  I ,  the  financial  statements  present  only  the  Enterprise  Fund  of  the  Montana  Board 
of  Investments  and  are  not  intended  to  present  fairly  the  financial  position,  of  the  state  of  Montana  as  of 
June  30.  2005,  and  2004,  and  the  results  of  operations  and  cash  flows  for  the  fiscal  years  then  ended  in 
conformity  with  accounting  principles  generally  accepted  in  the  United  States  of  America. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  state  of  Montana  Board  of  Investments'  Enterprise  Fund  as  of  June  30,  2005, 
and  2004.  and  the  results  of  its  operations  and  cash  flows  of  its  Enterprise  Fund  for  the  fiscal  years  then 
ended  m  conformity  with  accounting  principles  generally  accepted  in  the  United  Slates  of  .America. 


Respectfijilv  submitted. 


James  Gillelt,  CPA 
Deputy  Legislative  Auditor 


November  2,  2005 
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Room  160.  Slale  Capitol  Building.  PO  Box  201 705,  Helens  MT  5%20-1705 
Phone  (406)  444-3 1 22     FAX  (406)  444-<)784     E-Mailladifl.ml.gov 


STATE  OF  MONTANA  BOARD  OF  INVESTMENTS  ENTERPRISE  FUND 
STATEMENT  OF  NET  ASSETS  AS  OF  JUNE  30,  2005  AND  2004 


Assets 

Current  assets: 

Cash  and  cash  equivalents  (Note  1) 

Interest  receivable 

Notes/loans  receivable  (Note  I) 

Interfund  notes/loans  and  interest  receivable  (Note  I) 

Component  Unit  notes/loans  and  interest  receivable  (Note  1) 

Short-term  investments  at  fair  value  (Notes  I  and  2) 

Prepaid  expenses 

Total  current  assets 

Noncurrent  assets: 

Restricted  investments  at  fair  value  (Notes  I  and  2) 

Notes/loans  receivable  (Note  I) 

Interfund  notes/loans  and  interest  receivable  (Note  1) 

Component  Unit  notes/loans  receivable  (Note  1) 

Investments  at  fair  value  (Notes  1  and  2) 

Capitalized  cost  of  issue  (Note  1) 

Equipment 

Accumulated  depreciation 

Total  noncurrent  assets 

Total  assets 

Liabilities 
Current  liabilities: 

Advances 

Due  to  other  funds 

Accrued  expenses 

Accrued  interest  payable 

Deferred  cost  of  issue  recovery 

Arbitrage  rebate  tax  payable 

Compensated  absences 

Current  bonds/notes  payable  (Note  4) 

Total  current  liabilities 
Noncurrent  liabilities 

Bonds/notes  payable  (Note  4  ) 

Compensated  absences 

Arbitrage  rebate  tax  payable 

Total  noncurrent  liabilities 
Total  liabilities 

Net  Assets 

Invested  in  capital  assets,  net  of  related  debt 

Restricted  (Note  1) 

Unrestricted 
Total  net  assets  (Note  7) 

Total  liabilities  and  net  assets 


2005 


2004 


s 

17,150,825 

$          7,534.708 

837,279 

735,782 

9,472,930 

9,176,128 

3.695,207 

3,141,523 

1,661,436 

1,195,650 

1,806,558 

23,243,262 

23 

11 

34,624,258 

45.027.071 

4,073,621 

4J94.269 

34,081,800 

36.174,241 

14.012,262 

9,181,931 

6,644.152 

6.262,003 

17,910 

236,974 

U92,790 

1.506,489 

2,990 

12,240 

(2.686) 

(8,078) 

60.222.839 

57.760.069 

$ 

94.847.097 

S     lflL787.I4() 

s 

415,450 

S              98.687 

2,855 

6,084 

10,773 

14,694 

904,426 

612,771 

0 

17,785 

0 

83,819 

19J12 

1U43 

85.753.517 

92.227.028 

87.106.333 

93.072.211 

2,434,753 

4,615,051 

23.509 

13,609 

114,154 

55,716 

2.572.416 

4.684J76 

s 

89.678.749 

S          97.756.587 

s 

304 

$                  4,162 

2.504,067 

2,763,134 

2,663.977 

2.263,257 

$ 

5.168J48 

$           5.030.553 

$ 

94.847.09? 

S        102.787.140 

The  accompanying  notes  are  an  integral  part  of  these  fmancial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS  ENTERPRISE  Fl  ND 

STATEMENT  OF  RE\  EM  ES.  EXPENSES,  AND  CHANGES  IN  FUND  NET  ASSETS 

FOR  THE  FISC  AL  >  EARS  ENDED  JINE  30.  2005  AND  2004 


Operating  revenue 


2005 


2004 


Reimbursements 
Investment  income 
Securilv  lending  income 
Financing  income 


4.671 

S               7.939 

636.922 

82,642 

0 

0 

2.125,548 

2.161.416 

Total  operating  revenue 


Operating  expenses 


2/^.141 


2.251.997 


Personal  services 
Contracted  services 
Supplies  and  materials 
Communications 
Travel 
Rent 

Repair  and  maintenance 
Indirect  and  other  costs 
Depreciation  expense 
Arbitrage  rebate  tax  expense 
Security  lending  expense 
Debt  service 
Interest  expense 

Trustee  fee  expense 

Bond  issuance  cost  amortization  expense 

Other  debt  service  expense 


252,489 

31,059 

3,406 

6J59 

4.299 

40.243 

288 

29.872 

913 

66.646 

0 

1,824,510 

61.628 

114.903 

189.786 


186.075 

33.431 

6.602 

6J44 

3,988 

39.231 

655 

26.591 

1.958 

40.127 

0 

1,519,894 
49,849 

I3!.4"3 
150J46 


Total  operating  expenses 
Operating  income 


2.626,401 
l40.-'40 


2,196,564 


55.433 


Nonoperaling  (expense): 
Loss  on  disposal  of  fixed  avscLs 


Change  in  net  assets 
Beginning  net  assets 
Ending  net  assets  (Note  8) 


I2.945> 

13^^95 
5.030.553 


S  5. 168-348 

Ihe  accompanying  notes  are  an  integral  part  of  these  Tinancial  statements. 


55.433 

4.9^5.120 

S        5.030.553 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS  ENTERPRISE  FUND 
STATEMENT  OF  CASH  FLOWS  FOR  THE  YEARS  ENDED  JUNE  30,  2005  AND  2004 


Cash  flows  from  operating  activities: 

Receipts  for  sales  and  services  $ 

Payments  to  suppliers  for  goods  and  services 
Payments  to  employees 

Net  cash  (used  for)  operating  activities 

Cash  flows  from  non-capital  fmancing  activities: 

Payment  of  principal  and  interest  on  bonds  and  notes 
Proceeds  from  issuance  of  bonds  and  notes 
Payment  of  bond  issue  costs 

Net  cash  (used  for)  provided  by  non-capital  financing  activities 

Cash  flows  from  capital  and  related  financing  activities: 
Acquisition  of  fixed  assets 

Net  cash  (used  for)  capital  and  related  financing  activities 

Cash  flows  from  investing  activities: 

Collections  for  principal  and  interest  on  loans 

Cash  payments  for  loans 

Purchase  of  investments 

Proceeds  from  security  lending 

Security  lending  costs 

Proceeds  from  sales  or  maturities  of  investments 

Interest  on  investments 

Payments  for  arbitrage  rebate  tax 

Net  cash  provided  by  (used  for)  investing  activities 

Net  increase  (decrease)  in  cash  and  cash  equivalents 
Cash  and  cash  equivalents,  July  1 
Cash  and  cash  equivalents,  June  30 

Reconciliation  of  net  income  to  net  cash  (used  for)  operating  activities: 
Net  operating  income 

Adjustments  to  reconcile  net  income  to  net  cash  (used  for)  operating  activities 
Depreciation 
Interest  on  investments 
Financing  income 
Interest  expense 
Security  lending  income 
Security  lending  expense 
Arbitrage  rebate  tax  expense 
Change  in  assets  and  liabilities: 
Increase/decrease  in  other  assets 
Increase/decrease  in  other  payables 
Increase/decrease  in  due  to  other  funds 
Increase/decrease  in  compensated  absences  payable 

Total  adjustments 

Net  cash  (used  for)  operating  activities 

Schedule  of  noncash  transactions: 
Increase/decrease  in  fair  value  of  investments 
Total  noncash  transactions 


2005 


140,740 


(493.370) 


s 

(352.630) 

s 
s 

(8,574) 
(8.574) 

2004 


4,671           5 

!                     7,939 

(118,993) 

(117308) 

(238308) 

(188.127) 

(352,630) 

(297.496) 

(10,616,278) 

(4,987,227) 

176,996 

18,600,621 

0 

f  40 1.007) 

(10.439,282) 

13.212387 

0 

0 

0 

0 

20.285,591 

28.978347 

(22,370,759) 

(29,923,593) 

(1333,514) 

(28,131,728) 

0 

0 

0 

0 

23,226,880 

12,577,928 

691,858 

373,014 

(92.027) 

(71.229) 

20,408,029 

(16.197,26n 

9,616,117 

(3^82369) 

7.534,708 

10,817.077 

17.1.50.825 

7.534.708 

55.433 


913 

1,958 

(636,922) 

(82,642) 

(2,125,548) 

(2,161,416) 

2,190,827 

1,851,563 

0 

0 

0 

0 

66.646 

40.127 

(5) 

18 

(3.921) 

3,676 

(3,229) 

(196) 

17,869 

(6,017) 

(352.929) 
^297.496) 

(234.794) 
(234.794) 


The  accompanying  notes  are  an  integral  part  of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS  ENTERPRISE  FUND 

NOTES  TO  FINANCIAL  STATEMENTS 
FOR  THE  FISCAL  YEARS  ENDED  Jl'NE  30,  2005  AND  JUNE  30, 2004 

I.     SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

a.  Basis  of  Vccounting 

The  Board  uses  Ihe  accrual  hasis  of  accounting  for  the  F.nlerprise  Fund.  I  nder  the  accrual  basis  of  accounting,  expenses  are 
recorded  »hen  incurred  and  revenues  are  recorded  when  earned.  The  financial  statements  are  prepared  from  the  Statewide 
Accounting,  Budgeting,  and  Human  Resource  System  (SABHRS)  and  information  contained  in  the  bond  trustee  statements. 
The  statements  include  the  financial  activity  administered  by  the  Board  in  the  Enterprise  Fund. 

b.  Presentation  of  Programs 

I  he  Board  uses  the  Enterprise  Fund  to  account  for  its  programs  created  under  the  Economic  Development  Bond  .Act  and  the 
Municipal  Finance  Consolidation  Act 

Economic  Development  Bond  .\ct  programs  include: 

■  The  Stand  Alone  Economic  Development  Bond  Program  provides  access  to  limited  economic  development  projects 
through  the  issuance  of  conduit  debt. 

■  The  Conservation  Reserve  Enhancement  Program  (CRP),  created  in  1990  by  issuing  bonds,  allows  farmers  to 
receive  a  lump  sum  payment  by  assigning  their  federal  CRP  contract  to  the  Board.  The  farmers  under  contract 
must  comply  w  ith  seeding  and  other  requirements.  The  Conserv  ation  Reserve  Enhancement  Program  is  funded  by 
the  Montana  Trust  Funds  Bond  Pool. 

•  The  Family  Friendly  Business  Loan  Program  provides  zero  interest  loans  to  qualified  business  owners  who  hire 
participants  of  the  Families  Achieving  Independence  in  Montana  (FAIM)  employment  and  training  component. 
The  Department  of  Health  and  Human  Services  pays  the  interest  on  the  loans. 

Municipal  Finance  Consolidation  Act  programs  include: 

•  The  INTERCAP  loan  program  provides  funds  to  eligible  Montana  governments  to  finance  capital  expenditures  for 
up  to  ten  years. 

■  The  Irrigation  District  Pooled  Loan  Program  provided  funds  for  the  Board  to  purchase  the  refunding  bonds  from 
participating  irrigation  districts  for  the  purpose  of  prepaying  the  U.S.  Department  of  Interior,  Bureau  of 
Reclamation  Projects  Loans. 

•  The  School  District  Pooled  Refunding  Program  provided  funds  for  the  Board  to  purchase  Ihe  general  obligation 
refunding  bonds  of  participating  Montana  School  Districts.  These  bonds  matured  in  January  200S. 

C.      Fixed  Asset  Dcprecialion 

The  c(|ui|inicnl  fixed  assets  recorded  in  the  Enterprise  Fund  are  depreciated  on  a  straight-line  basis,  with  salvage  value,  in 
accordance  »ith  state  policy. 

d.     Receivables 

The  Enterprise  Fund  notes/loans  receivables  of  $69,225,770  as  of  June  30,  2005,  and  564,962,608  as  of  June  30,  2004, 
represent  loans  made  to  Montana  businesses,  state  and  local  governments.  The  Enterprise  Fund  notes/loans  are  classified  in 
three  categories  as  follows: 

1 )  Notes/loans  receivable  from  local  governments  and  Montana  businesses 

2)  Interfund  nnles^loans  receivable  from  stale  agency  governments 

3)  Coni|>onent  I  nit  notes/loans  receivable  from  certain  state  agencies  and  university  units  for  which  Ihe  Slate  is 
financially  accountable. 

\s  of  June  30,  2005  and  2004,  there  were  no  uncollectible  account  balances.  However,  in  November  2003,  the  I  nierprise 
Fund  wrote  offa  loan  principal  balanceofSIO,'^')!  for  the  Rosebud  I- ood  and  Fuel  loan.  Ihe  Family  Fricndiv  Business  Loan 
Program  funded  S27,0O0  for  this  loan  in  June  1999. 
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The  InterFund  notes/loans  receivable  as  of  June  30. 2005  and  2004  includes  $342,017  and  5168,868,  respectively,  in  interest 
accruals  from  state  agencies  and  university  units. 

e.  Capitalized  Cost  of  Issue 

The  Enterprise  Fund  capitalized  cost  of  issue  asset  of  $1,392,790  and  Sl,506.489  as  of  June  30,  2005  and  June  30,  2004, 
respectively,  represents  paid  bond  issuance  costs  which  have  been  capitalized  and  are  being  amortized,  using  the  straight- 
line  method,  over  the  life  of  the  bonds. 

f.  Cash  and  Cash  Equivalents 

For  purposes  of  the  Statement  of  Cash  Flows,  the  Enterprise  Fund  considers  all  highly  liquid  investments  with  an  original 
maturity  of  three  months  or  less  when  purchased  to  be  cash  equivalents.  Cash  and  cash  equivalents,  as  identifled  in  the 
Statement  of  Net  Assets,  are  as  follows: 

June  30.  2005  June  30.  2004 

Cash  in  treasury  $                     19,787  $                      24,756 

Cash  with  fiscal  agent  0  2,490,280 

Short  Term  Investment  Pool  (STIP)  196,544  186,263 

First  American  Treasury  Obligation  Fund  16.934.494  4.833.409 

Total  Cash  and  Cash  Equivalents  $  17.150.825    $  7.534.708 

The  Enterprise  Fund  invests  its  operational  cash  in  the  Board's  Short  Term  Investment  Pool  (STIP),  an  external  investment 
pool.  An  evternal  investment  pool  commingles  the  moneys  of  more  than  one  legally  separate  entity  and  invests,  on  the 
participants'  behalf,  in  an  investment  portfolio.  STIP  participants  include  both  state  agencies  and  local  governments.  By 
meeting  certain  conditions,  STIP,  as  a  2a7-like  pool,  is  allowed  to  use  amortized  cost  rather  than  fair  value  to  report  net 
assets  to  compute  unit  values. 

g.  Restricted  Net  Assets 

The  Statement  of  Net  Assets  for  the  Enterprise  Fund  reports  restricted  assets.  Net  assets  are  reported  as  restricted  when 
constraints  placed  on  net  asset  use  are  either: 

a.  Externally  imposed  by  creditors  (such  as  through  debt  covenants),  grantors,  contributors,  or  laws  or  regulations  of 
other  governments;  or 

b.  Imposed  by  law  through  constitutional  provisions  or  enabling  legislation. 

The  net  assets  of  all  Enterprise  Fund  programs  with  the  exception  of  MEDB  (Montana  Economic  Development  Bonds) 
Guarantee  Fund  Account,  MEDB  Guarantee  CRP  Note  Reserve,  MEDB  Contingency  Account.  MEDB  Family  Friendly 
Account  and  CRP  are  restricted  under  bond  indentures  governing  the  use  of  these  funds. 

h.     Investments 

Investments  are  presented  in  the  Statement  of  Net  Assets  at  fair  value.  Investment  fair  values  for  publicly  traded  securities 
are  determined  primarily  by  reference  to  market  prices  supplied  to  the  Board's  trustee.  Amortized  cost,  or  carrying  value, 
represents  the  original  cost,  adjusted  for  premium  and  discount  amortization  where  applicable.  Premiums  and  discounts  are 
amortized/accreted  using  the  straight-line  method  to  the  maturity  date  of  the  securities. 

2.  INVESTMENT  RISK  DISCLOSURES 

Effective  June  30.  2005,  the  Board  implemented  the  provisions  of  Governmental  Accounting  Standards  Board  (GASB) 
Statement  No.  40-  Deposit  and  Investment  Risk  Disclosures.  The  financial  statement  disclosures  for  the  year  ended  June 
30,  2004  have  been  restated  to  compare  with  the  financial  statement  disclosures  for  the  year  ended  June  30.  2005.  The 
investment  risk  disclosures  are  described  in  the  following  paragraphs. 

The  Enterprise  Fund  deposits  and  investments  are  restricted  by  the  bond  trust  indentures  to  the  following:  government  and 
agency  obligations,  certificates  of  deposits,  repurchase  agreements,  and  investment  agreements.  Deposits  and  investments 
must  be  made  with  Montana  banks  or  in  the  Short  Term  Investment  Pool  (STIP)  administered  by  the  Board. 
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Credit  Risk 

(red!  I  risli  is  deHned  as  the  risk  that  an  issuer  or  other  counterpart)'  to  an  investment  will  not  fulfill  its  obligation.  The 
Enterprise  Fund's  I  .S.  government  direct-hacked  securities,  consisting  orr..S.  Treasurv  notes  and  bills,  are  guaranteed 
directU  by  the  I  .S.  government.  Obligations  of  (he  I  .S.  government  or  obligations  explicitly  guaranteed  b_>  the  I  .S. 
government  are  not  considered  lu  have  credit  risk  and  dn  not  require  disclosure  of  credit  quality.  The  credit  ratings 
presented  in  the  following  table  are  provided  by  Si&  P°s  rating  services. 

Custodial  C  redit  Risk 

Custodial  credit  risk  for  investments  is  the  risk  that,  in  the  event  of  the  failure  of  the  counterparty  to  a  transaction,  a 
government  will  not  be  able  to  recover  the  \alue  of  the  investment  or  collateral  securities  that  are  in  the  possession  of  an 
outside  part).  As  of  .lune  30,  2005  and  2004,  Enterprise  Fund  securities  were  recorded  in  book  entry  form  in  the  name  of 
I'.S.  Bank  National  Association  as  1  rustee  for  the  Montana  Board  of  Investments  by  specific  account. 

Concentration  of  f  redit  Risk 

Concentration  of  credit  risk  Is  the  risk  of  loss  attributed  to  the  magnitude  of  a  government's  investment  in  a  single  Issuer. 
The  F.nterprise  Fund  Investments  represent  ln\estments  directly  Issued  or  explicitly  guaranteed  by  the  I  .S.  government  and 
investments  in  mutual  funds.  These  investments  are  excluded  from  the  concentration  of  credit  risk  requirement. 

Interest  Rate  Risk 


Interest  rate  risk  is  the  risk  that  changes  in  interest  rates  will  adversely  affect  the  fair  value  of  an  investment.  The 
Enterprise  Funds'  bond  indentures  do  not  formally  address  interest  rate  risk.  In  accordance  with  CASB  Statement  No.  40, 
the  Board  has  selected  the  duration  method  to  disclose  interest  rate  risk. 

Stale  of  Montana  Enterprise  Fund  investments  are  categorized  below  to  disclose  credit  and  interest  rate  risk  as  of  June  30, 
2005  and  June  30,  2004.  Credit  risk  reflects  the  bond  quality  rating,  by  Investment  type,  as  of  the  June  30  report  dale. 
Interest  rate  risk  Is  disclosed  using  duration  as  calculated  by  Board  staff.  If  a  bond  ln>estment  type  is  unrated,  the  quality 
type  is  Indicated  by  NR  (not  rated).  Both  the  credit  quality  ratings  and  duration  have  been  calculated  excluding  cash 
equivalents.  If  duration  has  not  been  calculated,  duration  is  indicated  by  NA  (not  applicable). 

Credit  Quality  Rating  and  Effective  Duration  as  of  June  30,  2005 


Security  Investment  T\ne 

First  American  Treasury  Obligation  Fund 
Short  Term  Investment  Pool  (STIP) 
I  .S.  Government  Direct-Backed 
Total  Investments 

Securities  Lending  Collateral  Investment  Pool 

(redit  Quality  Rating  and  Effective  Duration  as  of  June  30,  2004 

ii. 

Effective 
Securil>  Invcslmcnl  Tm>c  Fair  \  alue  Riilini;  Duration 


qredif 

Oualit> 

Effeclixe 

Fair  \'alue 

Ratine 

Duration 

s 

16,934,494 

\AA 

NA 

196,544 

NR 

NA 

5,898,089 

AAA 

2.05 

s 

2^.02?.  127 

A.\A 

u^ 

s 

a 

NR 

NA 

First  \mcrlcan  I  rrasury  Obligation  Fund                                   $                  4.833,409             VV\  NA 

Short  I erni  InNcslnient  Pool  (STIP)                                                                     186,263              NR  NA 

I  .S.  (;o>ernmenl  Direct-Backed                                                                      2",8"4. 505             v\  \  0.70 

Total  Investments                                                                             S               32.894.177            AAA  0.70 

Securities  Lending  Collateral  Investment  Pool                          S                                Q            NR  NA 

There  were  no  derivative  transactions  during  the  above  fiscal  years  for  insestmentv  held  l>\  the  trustee. 


Credit 

Oualllv 

Fair  \  alue 

R:ilin<; 

4.833,409 

VV\ 

186,263 

NR 

2-,8-4.5n5 

V\\ 

32.894.177 

.^.\.\ 
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3.  SECURITY  LENDING 

The  Enterprise  Fund  is  a  participant  in  the  Board's  Short  Term  Investment  Pool  (STIP).  STIP  had  no  securitj'  lending 
transactions  in  fiscal  years  2005  and  2004. 

Under  the  provisions  of  state  statutes,  the  Board  has,  via  a  Securities  Lending  Authorization  Agreement,  authorized  the 
custodial  bank.  State  Street  Bank  and  Trust,  to  lend  the  Board's  STIP  securities  to  broker-dealers  and  other  entities  with  a 
simultaneous  agreement  to  return  the  collateral  for  the  same  securities  in  the  future.  During  the  period  the  securities  are  on 
loan,  the  Board  receives  a  fee  and  the  custodial  bank  must  initially  receive  collateral  equal  to  102  percent  ofthe  fair  value  of 
the  loaned  securities  and  maintain  collateral  equal  to  not  less  than  100  percent  ofthe  fair  value  ofthe  loaned  security.  The 
Board  retains  ail  rights  and  risks  of  ownership  during  the  loan  period. 

4.  BONDS  PAYABLE 
Long-Term  Bonds  Payable 

Economic  Development  Bonds  (EDB)  and  Municipal  Finance  Consolidation  Act  Bonds  (MFCAB) 

These  bonds  are  issued  under  the  Economic  Development  Bond  Act,  and  the  Municipal  Finance  Consolidation  Act,  for  the 
purpose  of  assisting  Montana's  small  businesses  and  local  governments  in  obtaining  low  cost  financing.  Outstanding 
obligations  are  listed  as  follows  (in  thousands): 

Bonds  Payable  as  of  June  30,  2005 


Program 

Municipal  Finance  Consolidation  Act  Bonds 

(Irrigation  Program)  (I) 

Conservation  Reserve  Enhancement  Program 

(CRP  Bonds)  (2) 

Total  Bonds  Payable 

Less  Current  Portion  (FY2005  Principal 

Payments) 

Total  Long-Term  Bonds  Payable 


Amount 

Interest 

Principal  Payments 

Series         Issued 

Ranae  % 

FY  2006       ®  Maturitv 

1988             4,976 

6.60-7.75 

450      70(2014) 

3.028 

6.00-8.00 

1,024   33(2008) 

S        8.004 

S       1.474 

Balance 
June  30. 2005 


3.028 

s 

3,908 

(1.473) 

S 

2.435 

Bonds  Payable  as  of  June  30, 2004 


Program 


Amount         Interest  Principal  Payments  Balance 

Series         Issued         Range  %       F^  2005      >g  Maturity      June  30. 2004 


Municipal  Finance  Consolidation  Act  Bonds 

(Irrigation  Program)  ( I ) 

Municipal  Finance  Consolidation  Act  Bonds 

(School  District  Pooled  Refunding  Program) 

(3) 

Conservation  Reserve  Enhancement  Program 

(CRP  Bonds)  (2) 

Total  Bonds  Payable 

Less  Current  Portion  (FY2004  Principal 

Payments) 

Total  Long-Term  Bonds  Payable 


1988 


1991 


4,976        6.60-7.75 

6,234        4.75-6.50 
4,789        6.00-8.00 


15.999 


325         130(2014) 


ia05 


294 

294 (2005) 

294 

s 

1,053 

1,672 

377  (2009) 

S 

S 

4,789 
6.288 

(1.672) 
4.616 

(1)The  Board  issued  these  bonds  to  pro\ide  funds  to  purchase  the  Refunilino  Bonds  of  participating  Irrigation  Districts  for  the  purpose  of 
prepaying  the  l.S.  Department  of  Interior,  Bureau  of  Reclamation  Projects  Loans.  The  Irrigation  Bonds  and  the  interest  thereon  are 
payable  solely  from  the  collection  of  a  special  tax  or  assessment  which  is  a  lien  against  real  property  in  the  Irrigation  District.  \\  bile  the 
Irrigation  Bonds  are  not  obligations  ofthe  State  of  Montana,  the  bonds  arc  limited  obligations  ofthe  Board  due  to  an  irrevocable  pledge 
to  lend  money  for  deposit  by  the  Trustee  of  the  Irrigation  District  Pooled  Loan  Program  Reser\e  Account  E  in  an  amount  equal  to  any 
deficiencies  therein  on  an>  payment  date.  The  Indenture  does  not  permit  the  issuance  of  additional  bonds.  On  Ma>  31,  2005,  the  East 
Bench  Irrigation  District  voted  to  redeem  their  bonds  on  August  I,  2005. 
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(2)  The  Constrv ttion  Rcscnc  Knhanccmcnl  ProKram  is  funded  h>  Ihc  Monlini  Trust  Funds  Bond  Pool. 

(J)  The  Board  issued  these  bonds  to  preside  funds  to  purchase  the  general  obligation  refunding  bonds  of  participating  NIonlana  School 
Districts.  I  he  School  District  Kefunding  Bonds  and  Ihc  inlcrcsl  (hereon  are  pasahle  from  real  propcrls  lases  levied  ssilhin  the  school 
district,  fhe  l'>'>l  Bunds  arc  limited  obligations  of  Ihc  Board,  and  arc  not  a  debt  or  liability  of  the  Slate  of  Montana,  and  neither  the  faith 
and  credit  nor  the  taiing  posser  of  the  stale  is  pledged  to  the  payment  of  principal  of  or  interest  on  the  bonds.  These  bonds  matured  in 
.lanuars  2005. 

Future  debt  sersice  as  of , June  JO,  2005  is  listed  below  (in  thousands): 

2006  200"  2008  2009  2010  2011-14  lotal 

Principal     S        i.^A     S        1.005     S        1.051     S  "8     S  50     S  250     S        3.908 

Interest        S  251     S  164     S 9^     s 22.    S 2J^    S 40     S  600 

Total        .5 122L  .S Lii2.  .S Uifi.  i U15.  i ZL  s         290    s      4..S08 

Future  debt  sersice  as  of  .lune  JO,  2004  is  listed  below  (in  thousands): 

2005  2006  2007  2008  2009  2010-14  Total 

$  560     S        6,084 

S  114     S         1,579 


Principal     $ 

1,468 

S 

1,205     S 

I.I6I 

S 

1.228     S 

462 

Interest        S 

641 

s 

33-"     S 

249 

s 

164     S 

"4 

Total           .S_ 

:au? 

i_ 

I.r-t2    ^ 

1.410 

i_ 

1J?2     i 

...iit 

Current  Bonds  Pasable 

Ji2±J, IMi. 


The  Enterprise  Fund  is  authorized  to  issue  IN  TERCAP  bonds  under  the  Municipal  Finance  Consolidation  Act.  These  bonds 
may  not  aggregate  inore  than  S120  million  as  amended  by  the  2003  Legislature.  The  INTERCAP  bonds  provide  funds  for 
the  Board  to  make  loans  to  eligible  government  units.  The  bonds  are  not  a  debt  or  liability  of  the  Slate  of  Montana.  The 
bonds  are  limited  obligations  of  the  Board  payable  solelv  from:  a)  repavments  of  principal  and  interest  on  loans  made  by  the 
Board  to  participating  eligible  Montana  governments;  b|  investment  income  under  the  indcniurc;  and  c)  an  irrevocable 
pledge  by  the  Board.  Ihe  Board  has  no  taxing  power.  Fhese  bonds  may  be  redeemed,  at  the  bondholder's  option,  any  March 
I.  prior  to  maturils.  The  Board  did  not  enter  into  an  arms-length  financing  agreement  to  convert  the  bonds  "put",  but  not 
resold  into  some  other  form  of  long-term  obligation.  Accordingly,  these  bonds,  considered  demand  bonds,  arc  recorded  as 
current  liabilities  of  the  Enterprise  Fund. 

The  INTERCAP  obligations  at  June  30.  2005  and  June  30.  2004,  are  listed  below  (in  thousands): 

Series 

1 994 
1995 
1997 
1998 
2000 
2003 
2004 


Amount 

Interest 

Issued 

Ranee 

Maturirv 

6..500 

\  ariable 

2005 

7.500 

Variable 

2009 

7.500 

Variable 

2010 

10.000 

\ariable 

2017 

12. .500 

\  ariable 

2018 

15.000 

\  ariable 

2025 

15.000 

\  ariable 

2028 

si8..«;oo 

\  ariable 

2029 

Total  INTERCAP  Debt  S92.500 

Current  Portion  of  Long-Tenn  Bonds  Pasable 

Current  Bonds  Payable  S  85.".'i3  S  92.227 


Balance 

Balance 

June  30,  2005 

June  30.  2004 

0     S 

6.055 

6,810 

6,895 

6,995 

7.080 

9.690 

9.-'40 

12.285 

12.285 

1.5.000 

15.000 

1 5.000 

15.000 

18,.500 

18,500 

84,28p 

90,5?5 

1.473 

1.672 
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Balance 

Balance 

Amount  Issued 

J 

une30,2005 

June  30,  2004 

60,800 

53,100 

55,300 

118.345 
30,000 

116,345 
30,000 

116,945 
30,000 

6,000 
$          215,145 

$ 

5,140 
204,585 

5,570 
$           207,815 

5.  OTHER  DEBT 

Conduit  Debt 

In  this  program,  the  Board  is  authorized  to  issue  stand-alone  industrial  revenue  bonds,  under  the  Economic  Development 
Act.  as  conduit  (no  commitment)  debt.  Assets  and  revenues  of  the  borrower  are  pledged  to  repay  the  bonds.  Because  the 
Board  has  no  obligation  for  this  debt,  these  bond  issues  are  not  reflected  on  the  Board's  flnancial  statements.  Bonds  issued 
by  the  Board  as  conduit  (no-commitment)  debt  are  listed  below  (in  thousands): 


Project  Issue  Date  Maturity  Date 

Colstrip  October  1989  12/30/15 

Yellowstone  Energy  (BGl)  July  1993  12/31/19 

Stillwater  Mining  July  2000  07/01/20 

Gainey  Foundation  October  2002  09/01/14 

total  conduit  debt 

OZAB  Debt 

In  this  program,  the  Board  is  authorized  to  issue  Qualified  Zone  Academy  Bonds  (QZAB),  under  the  Municipal  Finance 
Consolidation  Act.  as  conduit  (no  commitment)  debt.  The  revenues,  and  in  some  cases  the  taxing  power,  of  the  borrower  are 
pledged  to  repay  the  bonds.  Because  the  Board  has  no  obligation  for  this  debt,  these  bond  issues  are  not  reflected  on  the 
Board's  financial  statements.  Bonds  issued  by  the  Board  as  QZAB  conduit  (no-commitment)  debt  are  listed  below  (in 
thousands): 

Project  Issue  Date  Maturity  Date 

Huntley  Project  K-12  Schools  December  2000  07/01/13 

Bozeman  Public  Schools  November  2003  11/25/12 

Philipsburg  Schools  December  2003  12/10/17 

I  otal  gZ.AB  conduit  debt 

In  August  2005.  the  Board  issued  two  QZABs  for  the  Cut  Bank  school  district  totaling  $825,000  and  S625,000, 
respectively,  for  the  elementary  and  high  schools. 

6.  INTERCAP  PROGRAM  LOAN  COMMITMENTS 

The  Board  makes  firm  commitments  to  fund  loans  from  the  INTERCAP  loan  program.  As  of  June  30.  2005  and  2004, 
respectively,  the  Board  committed  to  make  loans  to  eligible  Montana  governments  totaling  $39,207,721  and  $37,068,745. 

7.  NET  ASSETS 

Net  Assets  represents  the  accumulated  net  profits  of  the  Enterprise  Fund  programs.  The  Net  Assets  for  fiscal  years  ended 
June  30,  2005  and  June  30.  2004  include  ($50,546)  and  ($41,971).  respectively,  in  unrealized  appreciation/depreciation  in 
reporting  the  fair  value  of  the  Enterprise  Fund  investments. 


Bal 

ance 

Balan 

ce 

Amount  Issued 

J 

une 

30, 2005      J 

une 

3C 

1.  2004 

$                  750 

$ 

750    S 

750 

1,586 

1,586 

1,586 

2,000 
$              4,336 

$ 

2,000 
4,336     $ 

2,000 
4,336 
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Board  of  Investments 
Department  of  Commerce 
P.O.  Box  200126 
2401  Colonial  Drive,  Third  Floor 

Helena,  Montana  59620 


150  copies  of  this  public  document  were  published  at  an 
estimated  cost  of  $28.35  per  copy,  for  a  total  cost  of  $4,252.50 
which  includes  $4,252.50  for  printing  and  $0.00  for  distribution. 


